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Are You Making Conversion 
To Natural Gas? 


We can be of help to gas companies and organizations specializing in the conversion work 
of changing over gas-burning equipment from manufactured to natural gas. We will sup 
ply the proper jets and controls to adapt the user's present Barber Burner to natural go, 
or we will furnish Barber equipment to replace existing burners which cannot be adapted 
to natural gas. The famous Barber jets employ a combustion principle yielding extremely 
high efficiency. A wide variety of these jets is shown above, and a few typical burner units 
from our extensive line for all applications. 


It is always best to use genuine Barber Burners and parts on your conversion work. They 
are easy to install, and Barber's 35-year record of quality products is a strong assurance 
of satisfactory performance. Our engineering department is at your service to help wort 
out special problems in burner design. 


Send for latest Catalog on Appliances and Conversion Burners and Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, 6 
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ro administration of laws; 
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it is pretty hard these days to discover 
any calling in which the fair sex has 
not entered. Scarcely a day passes when 
we fail to get news of attractive lady 
plumbers, steam fitters, steeple jacks, 
and other industrial callings usually as- 
sociated with might and brawn. Of 
course, we have become quite accustomed 
to lady wrestlers and other sports ac- 
tivity. 


ALL of which would be quite pleasant 
information, we are sure, to the late and 
great Frances Willard, who once said 
that there isn’t anything a man can do 
that a woman couldn’t do, provided she 
wanted to do it. It was only a matter of 
preference, not of ability. Turning to 
the field of somewhat more intellectual 
activity, it might seem a little strange 
offhand to consider that many profes- 
sional women would actually have a 
preference for the regulation of public 
utilities. This commentary is not by way 
of raising any questions on either side. 
As we all know, the post of regulatory 
commissioner is an esteemed and valu- 
able calling. 


But somehow, with all the influx of 
talented ladies into public life and the 
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HENRY F. UNGER 


learned professions since the great eman- 
cipation which began with the twentieth 
century, there have been only three ladies, 
as far as we have been able to ascertain, 
who have served as commissioners ; and 
these have been pretty well spaced. It 
was more than two decades ago when 
the first lady commissioner took the oath 
of office on what was then called the 
Florida Railroad Commission. Nearly 
a decade ago another lady was appoint- 
ed to the Michigan commission. Both of 
these served with distinction. 


. em the only lady in the field of 
state commission regulation is the 
person who has graciously consented to 
a personal interview with our profes- 
sional writer, Larston D. Farrar of 
Washington, D. C. This interview with 
the HonoraBLe Hortense Futp KeEs- 
SLER of the New Jersey commission is 
the leading article in this issue. 


OF course, we purposely made the dis- 
tinction between state commission regu- 
lation and Federal regulation. We still 
have, for a short while at least, the bene- 
fit of the services of the Honorable 
Freida Hennock of the Federal Com- 
munications Commission. But Miss 
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.. here’s a suggestion 


@ To help you with an up-to-date and © 
flexible approach to your financial 
— and the financial community 

. Irving Trust maintains a staff of Z 
experts specializing in service to thea 
public utilities. 


Our Public Utilities rw A 
sponsor of the Utility Round Tables, 
will be more than glad to‘contribute 
its broad experience to: ‘a review of 
your situation. 
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8 PAGES WITH THE EDITORS (Continued) 


Hennock—and this doubtless is a tribute 
to the effectiveness of lady commission- 
ers—already has been appointed by 
President Truman to the Federal bench, 
and so her days as a commissioner are 
perhaps numbered. 


* * * * 


T is a truism of modern civilization that 
heroism is where you find it. The old 
ideas of chivalry glorified in the Vic- 
torian novels and Wagnerian operas 
which recognized heroism principally on 
the battlefield, would hardly fit in to the 
pattern of complex life we lead today. 


The telephone operator who stays at 
her post through flood or fire, the line- 
man who braves a howling hurricane to 
restore service, and other utility em- 
ployees who risk and sometimes sacrifice 
their lives to save others, are heroes just 
as surely as if they had braved enemy 
fire. In this issue we present (beginning 
on page 477) an account of these mod- 
ern “soldiers of public service.” 


I Ee F. UNGER, professional writer 


of Washington, D. C., author of 
this article on the heroism of utility em- 
ployees, is a native of Cleveland, Ohio, 
who was educated at John Carroll Uni- 
versity and the University of Western 
Ontario (BA). During World War II 
he served with both the Army and the 
Navy, mainly on service publications. 
His articles have appeared in such maga- 
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zines as The Saturday Evening Post, 
Coronet, Pageant, This Week, Argosy, 
Better Homes and Gardens, Popular Me- 
chanics, and other periodicals. 


*x* * * * 


C= TATHAM, JR., whose article 
on “The Great Public Power Myth” 
begins on page 486, is the vice president 
of Institutional Utility Service, Inc., New 
York. He was educated in Switzerland 
and at Harvard College, and began his 
professional career with the investment 
counsel firm of Loomis, Sayles & Co. in 
Boston. He subsequently served with 
the Central Hanover Bank & Trust Com- 
pany as a utility analyst, joining his pres- 
ent organization in 1944. 


x* * * * 


ENRY W. CoIL, whose article on de- 

preciation begins on page 492, is 
general counsel for the California Elec- 
tric Power Company, which he joined 
in 1918. Mr. Cort was born in Denison, 
Texas, and was educated at Colorado 
College and Denver Law School. He is 
a member of the bar in both Colorado 
and California. He makes his home in 
Riverside, California. 


THE next number of this magazine will 
be out October 25th. 
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MULTI-MATIC can cut your 
clerical time by 50% 


MULTI-MATIC the simplified accounting board, 
combines posting and billing into one writing, 
one proof, and one audit. You get automatic 
alignment of each record to proper column and 
line. No copying from one form to another. 
Hence, no transcription errors. 

It’s easy to see how you'll save money with a 
system which gives you not only greater speed — 
but greater accuracy as well! 

Multi-Matic is easily adapted to the needs of 
any smaller utility, whether you use the ledger 
plan, register plan, or stub plan; postcard or paper 
bill. For full details, send the coupon today or 
phone the nearest Remington Rand Business 
Equipment Center. 


if you do 
your billing 


and accounting 


REMINGTON RAND INC. 


Management Controls Reference Library, 


Room 1411, 315 Fourth Ave., New York 10, N.Y. 


Yes, I'd like a FREE copy of your new book- 
let on Coquille Gas Company — LL210. 


Name 





Firm 





Address 





City 





State 


Rlemington. Frand 


THE FIRST NAME IN BUSINESS SYSTEMS 
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Coming IN THE NEXT ISSUE 


* 


Gas Industry Advances Despite Obstacles 
Facing multiple complications growing out of the defense emergency, the progress of the 
gas industry is clearly demonstrated by its current record of expansion. Temporary 
obstacles, such as steel! shortage, are regarded as challenges rather than barriers. Here 
is an inspiring and exclusive message by a resourceful industry leader, D. A. Hulcy, 
president of the American Gas Association. 


The Gas Industry and PAD 
The Federal official responsible for the administration of defense material controls as 
they affect the natural gas industry explains the organization of the control machinery 
set up by the Petroleum Administration for Defense. He is C. P. Rather, assistant deputy 
administrator for gas of the Petroleum Administration for Defense and also career gas 
industry executive. 


State versus Federal Control of Natural Gas 
About the only important change of interest to utilities in the 1951 edition of the revision 
of the Defense Production Act was the so-called "Bow amendment” permitting state 
regulatory commissions to handle the distribution of natural gas in their own areas in the 
event of supply shortage. The author of this legislation explains its background and pur- 
pose and the intent of Congress in approving it. He is Representative Frank T. Bow, 
Republican member from Ohio. 


Is Gas Rate Regulation Realistic? 
With the declining value of the dollar, both the regulators and the regulated are asking 
questions about the equity of our prevailing system of fixing public utility rates. Stuart 
M. Crocker, chairman of the board of The Columbia Gas System, Inc., has written a 
thought-provoking analysis of gas industry problems in the field of rate regulation. 


Rate and Financing Problems of Gas Industry 
What are the factors which must be considered in fixing a return sufficient to assure 
confidence in the financial integrity of gas utility enterprise, so as to maintain its credit 
and attract capital? Walter J. Herrman, vice president of the Southern California Gas 
Company, has analyzed this exacting question and has spelled out some interesting 
answers. 


Natural Gas As a Chemical Raw Material 
The doctrinaire liberals of the 1930's advocated a “planned” or restricted economy on 
grounds that America's industrial frontiers were exhausted. They reckoned without indus- 
trial resourcefulness which has made the chemical by-products of natural gas—taking a 
single example—as important as the original basis for development. Gerard M. Ives, vice 
president of the Guaranty Trust Company of New York, has written a clear and exciting 
review of this modern magic and its thrilling future potentialities. 


The Safety Regulation of High-pressure Gas Pipelines 
Conflict between national and local regulation has appeared in the field of safety control 
for high-pressure gas pipelines. Bills before Congress and the state legislatures point up 
the need of a practical and co-ordinated approach. Coleman Farrell, New York business 
writer, tells the story of how and why local communities look to the operation of such 
pipelines, according to minimum standards of all national safety codes. 


Underground Gas Storage Up te Date 
Long before the atom bomb entered anybody's nightmares, gas utilities were working on 
practical plans for buying up holes in the ground. Today, underground storage of gas 
is an accepted fact. Larston D. Farrar, professional writer of Washington, D. C., reviews 
the interesting developments in this special field of operation. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washingtos 
gossip, and other features of interest to public utMity regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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How old is he? 


Au tortoises are not the same age. 
One may be a mere youth of 25. 
Another may be nearing the century mark. 


Tortoises are running around in a variety of 
age groups. Customers’ bills vary numerically, 
too. Some run to much higher figures than 
others. 


A helpful approach 


In planning rate and promotional programs, 
it's most helpful to know, periodically, the 
number of customers’ bills in various kilowatt- 
hour classifications. 


Many utilities have such analyses prepared 
for them by the Recording and Statistical 
Corporation in its specially designed Bill Fre- 
quency Analyzer. This electric-mechanical 
equipment analyses as many as 200,000 bills 
each day, and the cost is less than if the work 
were done by a clerical force. 


Would you like the facts about this eco- 
nomical method of compiling usage data? Then 
write today for “The One Step Method of Bill 
Analysis.” We think you will find it very 
worthwhile. 





‘ " aN a 

This Bill Frequency Analyzer—developed especially for 

utility usage data—automatically classifies and adds 
in 300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


Tuomas W. PHEL?Ps 
Assistant to the chairman, 
Socony-Vacuum Oil Company, Inc. 


CHARLES R, SiiGH, Jr. 
Chairman, taxation committee, 
National Association of 
Manufacturers. 


RAYMOND MOLEY 
Associate editor, Newsweck. 


W. Stuart SyMINGTON 
Chairman, National Security 
Resources Board. 


WILLIAM H, RUFFIN 
President, National Association of 
Manufacturers. 


Epitror1AL STATEMENT 
The Detroit News. 


Excerpt from “Survey,” 
published by Guaranty Trust 
Company. 


Lewis HANEY 
Professor of economics, 
New York University. 


GeorcE W. MALONE 
U. S. Senator from Nevada. 
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“The oil industry is a progressive business, and govern- 
ment controls inhibit new ideas.” 


> 


“I do not fear Communism as 
insidious system—creeping Socialism.” 


much as the more 


* 


“This country is rich enough to give all that anybody 
needs, but not rich enough to give all that anybody 


’ 


wants.’ 


* 


“If we do not first attain, and then maintain, adequate 
strength, there is sure to be another war and America 
is sure to lose.” 


aa 


“Every unnecessary dollar we permit government to 
spend becomes an unnecessary degree of powér we have 
surrendered to government.” 


* 


“Left alone, labor union monopoly must take us. to 
Socialism by a route just as sure and direct as. that 
charted by unrestrained business monopoly.” 


> 


“The dollar’s stability must be safeguarded, or the 
system of collective security will -fail. The defense of 
freedom is impossible without successful defense: of the 
dollar.” 


> 


“The main question is this: Is the Federal government 
to be forced to economize and reduce its spending, or 
is it to go ahead on the pump-priming theory and develop 
further in the direction of being a ‘welfare state’ ?” 


* 


“The American economic system was abandoned by 
the New Dealers in their whirling dervish maneuvers 
to appeal to all those who want something for nothing. 
The something-for-nothing philosophy has not panned 
out. It was politically successful, but economically 
suicidal.” 
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© BRASS SEAT 
© GROUND JOINT 


® ALL THREADS 
TAPERED 


of uniform 
compliance with the rigid 
requirements of the 


UNDERWRITERS’ 
LABORATORIES 


Mf I} 


@ Listed by Underwriters’ Laboratories for use with all piping applications, 
including hazardous liquids, up-to 250# Steam Pressure. 


= @ Larger sizes are all forged-steel; smaller sizes machined from solid 
bar steel. High tensile strength ——no sand holes. 


rea | @ Compare Capitol Unions with any other union. Check workman- 
ship, dimensions, weight, inish; perform any test within 
2 res vanes their pressure rating — then, compare prices. 
o j @. Packaged in convenient quantities with each carton displaying 
: the U,L. Seal. or 
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14 REMARKABLE REMARKS—( Continued) 


Haroitp L. BACHE 


Senior partner, Bache & Company. 


Ourn D. JOHNSTON 
U. S. Senator from 
South Carolina. 


Noau M. Mason 
U. S. Representative from Illinois. 


FRANK B. Warp 
Acting dean, University of 
Tennessee College of Business 
Administration. 


Epiror1AL STATEMENT 
Somerset (Pennsylvania) 
Daily American. 


GRAHAM PATTERSON 
Publisher, Pathfinder News 
Magazine. 


Davip LAWRENCE 
Columnist. 


L, A. BoMEL 
President, National Dairy 
Products. 
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“Make a stockholder and you lose a possible Com- 
munist.” 


- 


“I’m appalled to find that little serious effort is being 
made since the outbreak of the Korean war to prevent 
overstaffiing and eliminate nonessential activities in gov- 
ernment.” 


- 


“Jobs and taxes are Siamese twins; they are tie@ 
together. They are closely related and cannot be sepa- 
rated. High tax rates mean a contracting national 
economy, fewer jobs, and increasing unemployment.” 


* 


“Communists call their system democracy, but what 
they mean is revolutionary democracy which is dictator- 
ship by the Communist party. Analyze their double talk 
and their definition is: Democracy is an absolute despot- 
ism with a few free men at the top and various degrees 
of slavery beneath.” 


> 


“The President tells us that there is great need for the 
expansion of electric power. That has been the story for 
fifty years. The expansion of electric power plants by 
private industry has been slowed down by government 
hobbles. Removal of the hobbles would probably result 
in provision of abundant power.” 


oa 


“If we want good government, we should at least be 
willing to go to a little trouble to insure it by letting 
our elected representatives know how we feel about im- 
portant issues. If we let them know how we want them 
to vote, they will vote that way, because they know that 
if they don’t, we will elect someone who will.” 


> 


“The contrast between the attitude of a private busi- 
ness facing a financial stringency and the attitude of 
government is striking indeed. A private business has 
no compunctions about eliminating waste and luxuries 
when the time comes to balance the budget. But the 
Federal government under analogous circumstances 
doesn’t cut till it hurts—it rarely cuts at all.” 


“We fear that this country will be stifled if taxes 
imposed on corporations, which are owned by stockhold- 
ers, are long maintained at a level so high that they 
seriously handicap the further development of industry. 
And it is to be regretted that after you receive your 
dividend, you will have to pay income taxes on it. This 
will be a double tax, because the company will be paying 
taxes on the same earnings.” 
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or Top Turbine Performance 
= '— Specify LEFFEL Hydraulic Turbines 





om- 


pa- | You measure turbine performance in terms 
of power and long-range economy. That 


means your hydraulic power installation 


h 
a should have a turbine which will give you 
“4 efficient power with years of trouble-free 


service. Leffel has been building turbines 
which do just that for over 89 years—since 


~ 1862. A Leffel turbine holds the world's rec- 


for r 
he F; ord of 94.57%, efficiency! And this out- 
sult : 


standing efficiency is always coupled with 


dependability and long life, as many Leffel 


‘vs : ee G turbines have proven by over half a century 
ve Pen of actual service. 


So why not let us help you with your 


hydraulic power project, whether it be ex- 


_ 4 pansion, rehabilitation or a new installation? 
nas ; ' 

“ Of course, there is no obligation. Write, 
the 


ces L, ¥ ) wire or phone today. 


ces 


~~ ye el 


ry. 
ur DEPARTMENT P @ SPRINGFIELD, OHIO, U.S.A. 
his 


” FRFICIENT HYDRAULIC POWER FOR 89 YEARS 
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BOILERS to Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 

variety of sizes and types to meet mod- 
ern utility plant needs. Springfield im 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 
Springfield service includes the design, 


e BENT TUBE BOILERS 


For maximum efficiency in minimum space! 
Carefully balanced Springfield designs built to give 
extra values in performance and dependability 
Water cooled furnace. Gas flow distributed uniformly 
ocross width of unit. Dry steam. Minimum superheat 
variation over wide load range. Built in any capa- 
city from 10,000 Ibs. up. 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements. 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 
tive. Descriptive literature on request. 


i “ 
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® STRAIGHT TUBE BOILERS 


A design preferred by many engineers. 
Big overload capacity; quick response to loads. 
High availability; less outage. Every quality feature 
you want in a boiler. Specially designed for cap- 
acities to 450,000 Ibs. per hour and higher. Spring- 
field patented center water wall construction 
available for large units. 


@ TYPE M STANDARDIZED BOILERS 


Standardized for quicker delivery 


.. lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 
like a”’BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of 


Springfield's finest quality features. 


SPRINGFIELD 


1960 E. Capitol Ave. 


ir 


BOILER 


Springfield, Illinois 


CO. 
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e G-E switched Pyranol capacitor equipments rated 5100 kilovars at 13,200 volts are installed on the system of 
Metropolitan Edison Company, York, Pa. Alli utilities today are finding it pays to install capacitor kvar, some as 


as 50% of their peak load. 


-E switched 
apacitors 

rove life-savers 
§ loads climb 


ort deliveries on equipments. 
iced less than $8.00 per kvar 


Electric utilities in all parts of the country con- 
tinue to find that capacitors provide the fastest, 
cheapest way to increase system capacity. 

Where you already have installed a high per- 
centage of fixed capacitors—or where your kilovar 
loading varies widely in any 24-hour period—you 
can profit by the use of switched capacitors. Auto- 
matically switched capacitor equipments can be 
provided at low cost. The G-E 5100-kvar 13,200- 
volt Pyranol* capacitor equipment illustrated here, 
with breaker and automatic control, is priced at less 
than $8.00 per kvar. 

Switched capacitor equipments are available on 
short delivery. They can be installed in a matter of 
hours. They provide the least expensive method of 
releasing system capacity. Call your nearest G-E 
Sales Office or write for information on how capac- 
itors can help you. Address Sec. 407-31, Apparatus 
Department, General Electric, Schenectady 5, N. Y. 


*Reg. Trade mark of General Electric Company. 
407-31E 


GENERAL (6) ELECTRIC 
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F One of six boilers designed to operate at 2300 psi—1 
Another Exam ple Steam capacity is 930,000 lb/hr, with natural 
of BEW Engineering 


for Economy 


Since 1926, when boiler design pressures first 

entered the 1400-2500 psi range, B& W has been 

identified with this presently popular trend 
toward greater steam-cycle efficiency. This accumulative 25-year experience with 
natural circulation at the higher operating pressures helps explain why, as the 
chart shows, B&W high-pressure boilers were preferred for new generating 
capacity of approximately six million kw during 1950 alone . . . why so —_ 
power companies consult B& W first on high-pressure steam requirements wit 
all fuels and firing methods. 

Helping America’s electric companies to keep power costs down is an 
83-year tradition with B&W .. . currently evident in such developments as 
Cyclone-firing, Pressurized Furnaces, and Gas Recirculation. You'll want to 
learn the details of these significant features as they relate to your own com- 
pany’s future requirements. The Babcock & Wilcox Company, 85 Liberty 
Street, New York 6, N. Y. 
















Public Utilities Fortnightly October 11, 195) 









AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


“[ never thought of floors in relation to earning power” 








HERE'S WHAT THE ARCHITECT SHOWED 


wr 


VVV¥ee— 





Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre 
cut. Two men can lay 32 sq. ft. in 30 sec 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form~by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is stili faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 






































“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 

electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 





These are factors any investor can easily translate into terms Wh buildi F 
of money saved. They mean more revenue over the years a Q-Fleor keey on "0 on 
and earlier revenue right from the start. Let’s look at the details—” haey toe ha yo oer Arg a ——- 


electrical service, regardless of how many 
new busi i may be in d 
An electrical outlet can be established on 
every six-inch area. It requires but a small 








Write for the simple facts— hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 

H. H. ROBERTSON COMPANY on many outiete, Genged oo ciimn ont 
exactly, as t lease. Such per- 

2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania poerine fexitie oer sine iceep a build- 
Factories in Ambridge, Pa., Hamilton, Ont., Ell port, Englend ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries 

Offices in $0 Princioa! Cities [v4 World Wide Building Service of power in the floors, the building itself 






wil) never be electrically outmoded 
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SIMPLEST, MOST EFFICIENT 
CONTROL IN THE GAS INDUSTRY 











There’s no “BANG! — ON”... 
“BANG! — OFF” with Gasapack 


Whether you use the ther- 
mostatic Electric Top for 
multi-stage flame control, 
or the mechanical Ther- 
momatic Top which gently 
modulates the flame . . . 
you eliminate the ignition 
and extinction noises char- 
acteristic of “snap-action” 
controls. Gasapack control 
is positive — but QUIET! 


Besides, Gasapack gives you 
complete flexibility in de- 
sign and application. Select 
the manual control — and 
add either the Electric Top 
or Thermomatic Top any 
time. Or supply your unit 
with either automatic 
control, as you desire. 





Designed for modern heating equipment and to 
help you meet competitive conditions, the A-P 
Gasapack offers you all the controls you require 
in ONE compact unit — from One dependable 
source. It offers you economy in production and 
inventory, simplicity in service, thorough satisfac- 
tion in use and complete Depenpasitity, backed 
by A-P’s unmatched research and many years of 
experienge in engineering and production of heat- 


ing controls 


Only A-P’s Gasapack Offers All These Advantages... 


| de 


dl 


Built-in pressure regulator, 
pilot filter, main and pilot 
valves, 100% automatic, 
fail-safe pilot. AGA listed. 


Only One unit to assemble 
to heater or furnace. Elim- 
inates up to five separate 
eontrol units, with their 
joints and connections. 


Simplifies assembly. Re- 
duces purchasing and inven- 
tory costs. Simplifies field 
installation and _ service. 
Offers wide adaptability. 


Available for manual or ther- 
mostatic temperature con- 
trol to meet your needs. One 
unit to stock for either type. 


Choice of two types of ther- 
mostatic control, for factory 
installation or for sale as 
accessories. Extremely sim- 
ple installation. 


True Mutti-stace flame 
regulation with either type 
control — flame “stages” in 
perfect response to heat 
demand. 


Compact, size—3%”" x 5%” x 
5%”. You don’t have to allow 
room for clumsy, old-fash- 
ioned controls and piping. 


Absolutely SILENT — no 
annoying clicks or hum on 
manual or automatic oper- 
ation. A real selling point. 


Write today for Bulletin G-9 for the Complete Story 
You owe it to yourself — and to your product — to get the com- 


plete story on the Gasapack. Our research and e! 


ngineering 


departments will help you solve specific application problems. 


DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 


2470 N. 32nd Street 





45, Wi 


in Canada: A-P Controls Corporation, Lid., Cooksville, Ontario 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA [EE=# 
GAS |3z 
SYSTEM 
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The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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from gas field to house service 


For 30 years the gas industry across 
the nation has picked CLEVELANDS 

<s for the full spread of gas trenching 
¥ work—from the big CLEVELANDS out 
i in front on the transcontinental pipe- 
lines to their smaller brothers on 
gathering lines in the field and house 
services in the cities. This continuing 
acceptance is based on owners’ ex- 

| perience that no matter how tough 
2 the soil and terrain conditions, no 
. matter how cramped and difficult 
= the digging locations, no matter how 
tight and scattered the schedules — 
CLEVELANDS can be relied on for 

a better, faster and cheaper job. Get 
the full story today. See your local 
distributor or write The Cleveland 


Trencher Co., 20100 St. Clair 
2 Avenue, Cleveland 17, Ohio. 
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Here’s an 


appraisal 


service in one 


convenient Making the property inventory 


or reviewing your own study; 
pac k age pricing on original, historical or 
current cost basis; determining 
eeceeceeceeeceseeeoeeees depreciation with correspond- 
ing annual accruals and reserve 
ve can buy an appraisal requirements. - 
service that’s designed Making studies of intangible 
values; business value based on 
i: = operating costs, earnings and 
It covers both “rate-base market values: trends in prices 
and “property” appraisals. It and economics. 
is available in one convenient, Allocation of properties, oper- 
economical package, either ating costs and revenues for 
departmental and inter- 
company purposes. 
a Presentation of testimony be- 
Bea gic fore regulatory and judicial 
bodies. 
Assisting in mergers, consolida- 
tions, condemnation and sever- 
ance damage matters. 


“we EBASCO 
include experienced engineers, accountants, 


financial, rate and other experts ae +> rv rc E ss 


.. they are available for your appraisal. 
Write for a booklet describing INCORPORATED 


to meet your individual needs. 


complete or including only 


those phases that you 


ERS * CONST» 


EBASCO services and facilities. TWO RECTOR STREET £4 
NEW YORK 6, N.Y. - aM ERAT 
0 
vy * Wee s consu¥* 


4 


ad 


Appraisal . Budget . Business Studies + Consulting Engineering * Design & Construction . Financial « Industrial Relations . 
Inspection & Expediting . insurance & Pensions . Purchasing « Rates & Pricing « Research » Sales & Marketing « Systems & Methods . Taxes - Ti 
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OVER EIGHT 
‘MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 





ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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Guardians / 


SPRAGUE 


CAST IRON AND ALUMINUM C 


GAS METER: 
and 


REGULATORS 


For high, medium and low p 
sures in manufactured, natu 
and liquefied petroleum ga 


€ 
Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 

The foresight of Sprague Engineers in the 

past, today makes the oldest Sprague 

models as efficient as the newest. 





SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 

Staff cre at your disposal. Data and prob- 

lems of gas measurement and control Will 

be gladly furnished. Write for a complete 

set of catalogs. SPRAGUE 1500 REGULATOR 


THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 


BRANCHES: DAVENPORT, IOWA @© HOUSTON, TEXAS 


LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 
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You can’t do much to lower the 
cost of coal delivered at your sid- 
ing, but you can save substantial 
man power, equipment and demur- 
rage charges in getting it from cars 
to boilers — with Barber-Greene 
portable, low-cost Coal-handling 
Conveyors. For example... 








One man with a Barber-Greene 363 Portable 

Conveyor and 358 Car Unloader can unload — 

ONE MAN UNLOADS to stock pile, truck or boiler-coal conveyor — as 
many as fen cars of coal in an 8-hour day. The 

A CAR OF COAL Conveysr can be moved all over your storage 


IN 45 MINUTES area and used on a variety of other 
work, including removing and — 
loading ashes. 


B49134 

This, the Barber-Greene 374 Portable Conveyor, 
has the capacity of many permanent conveyors, 
ONE MAN yet it can be towed easily behind a truck to 
wherever you have a bulk materials moving 
CAN MOVE OVER problem. Easily operated by one man, it can 
400 TONS PER HOUR cut car unloading costs as much as 90%. Write 
for bulletins on the B-G equipment which inter- 

ests you. 

BARBER-GREENE COMPANY, AURORA, ILLINOIS 198-A 


Barber-Greene 


A company of engineering and manufacturing experts, developing and building 
iterates for loading, unloading and conveying bulk materials for mixing and 
placing bituminous black top pavement for ditching for snow removal 
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Power house of Ford Motor Company’s 
Buffalo Stamping Plant, Lackawanna, N. Y., 
equipped with Exide-Manchex Batteries for 
switchgear operation and emergency lighting. 


Exide -Manchex 


PROVIDES BATTERY POWER AT 
FORD'S BUFFALO STAMPING 
PLANT 


Bank of 120-cell DME-9A Exide-Manchex Batteries mounted 


Exide 3-step #37333 rack. 


Efficiency of operation and equipment is 
characteristic of all departments of the 
great Ford Motor Company organization. 
Thus it is significant that the battery select- 
ed for the power house of their Buffalo 
Stamping Plant is an Exide-Manchex. This 
is the third Exide-Manchex at this plant, 
each a 120-cell DME-9A battery. 


Throughout the country, in public and 
private power plants of all sizes, the Exide- 
Mancherx is daily proving its dependability, 
long life, and economy. In Exide-Manchex 
Batteries you get: 


POSITIVE OPERATION: Dependable per- 
formance at ample voltage with no switch- 
ing failures. 

INSTANTANEOUS POWER: High rates for 
switchgear operation with adequate reserve 
power for dependable performance of all 
other control circuits and also emer- 
gency lighting. : 
LOW OPERATING COST: Extremely low 
internal resistance. 


LOW MAINTENANCE COST: Water required 
about twice a year. No change of chemical 
solution. needed during life of battery. 


nm 


LOW DEPRECIATION: Sturdy, long-liz! 
construction. 


GREATER CAPACITY in a given amount of | 
space avoids overcrowding of equipment. | 
These are the features that help to make jj 
Exide-Manchex your best battery buy for all f 
control and substation services. 


LEAD CALCIUM BATTERIES 


Exide first produced Lead Calcium Batteries 
in 1935. Since that time we have progressively 
followed an extensive program of laboratory 
research and development along with a study of 
Exide Lead Calcium Batteries in actual service. 


Much has been learned during those 16 years. 
Though the time is too short to specifically 
predict length of battery life, definite conclu- 
sions have been reached regarding proper 
application. We will be glad to inform you 
where these cells can satisfactorily serve. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and ““Manchex” Reg. Trade-marks U.S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 63 YEARS...19 
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ee IF IT FLIES AFTER THIS 


With extensive damage in a 
critical wing area, this fighter 
interceptor returned safely to its 


Korean base. 





> of 30 street service bodies 
rated by Washington Gas Liaht 


pany. 





TOUGH, LIGHTWEIGHT, ALL ALUMINUM 


THOMPSON 


UTILITY BODIES 




















SBUILT FOR MANY YEARS OF DEPENDABLE SERVICE 
UNDER RUGGED OPERATING CONDITIONS 


While supplies of Aluminum and Steel Bodies are limited 
Place a few THOMPSON units in your service 
Compare their operating costs with your steel units 
Let FACTS decide your future Policy 


THOMPSON TRAILER CORP. 
PIKESVILLE, MARYLAND 


THOMPSON ~- (1 Have Representative Call 
TRAILER (1 Send Full Information 


Company Name 
CORP. 
Attention 
Pikesville, Maryland Address 
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Payrolls computed in minutes. . . 
bills calculated with the speed of 
light . . . complex engineering prob- 
lems solved faster than the problems 
can be stated. 

This is only a sample of the power 
put in your hands by the pluggable 
IBM Electronic Tube Assembly, the 
heart of the IBM Electronic Calcu- 
lator. Here is power to do simple 
and complex calculation without the 
need for supervision of step-by-step 
operation . . . power to free men’s 
minds from the burden of detail 
computation and to eliminate fre- 
quent human error. 





INTERNATIONAL BUSINESS MA : 
590 Madison Avenue, New York 22,N. 
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From one Main Street to another the 
story's the same! Actually almost every- 
thing this country produces requires coal 
—coal to make steel, to run factories 
and railroads, to generate immense 
quantities of electric power, to heat 
stores, hospitals, apartments. And per- 
haps your home is one of the 14 million 
that rely on the steady, healthful heat 


‘! “— Y 
= ey a ra that bituminous coal provides! 
—_- i 


” From East Side to West Side... 
your town takes a lot of Coal! 





ae 


is factory is typical of the thousands of From periscope to keel it took 800 tons of coal 
ants that turn out everything America needs. to make the steel that went into this sub! Today 
gets its power from coal—America’s #1 more and more coal is needed for national de- 
eam fuel—for coal is practically everywhere fense. Thanks to America’s vast coal reserves 
€ most economical power source. And today, and the great degree of mechanization that 
itematic controls, automatic coal and ash han- mine operators have developed in mining and 
ing apparatus net even larger savings—mini- preparing coal—rearmament will get the coal 


ize dramatically the inconveniences asso- ; : ; 
shed with citer tectetiatiens required without a pinch on the home front! 


‘ 
4 
fl 


In their constant search for a better and more eco- 
nomical coal product the managers of this country’s 
8,000 mines have invested hundreds of millions of 
dollars in research—in modern machinery—in finding 
and developing new mine properties. As a result, to- 
day’s output per man in America’s coal mines is more 
than 32% greater than in 1939—one of the greatest 
efficiency gains in American industry. This nation can 
count on her privately managed coal companies for all 
— the coal it needs to stay strong—to become stronger! 
—-_ \ . : 
achines like this giant loader have given the 
American miner a daily output 4 to 24 times BITUMINOUS COAL INSTITUTE 
hat of any miner in Europe or Asia. Today, the A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
American miner is actually a skilled machine WASHINGTON, D.C 
bperator. Fully 98% of all American coal is me- Bes 
hanically cut—about 75% mechanically loaded. 


“tron tow eixe’“” YOU CAN COUNT ON COAL! 





ALL ELLIOTT. 


A 975,000-ib-per-hr vertical de- 
aerating feedwater heater 
mounted on its horizontal stor- 


ELLIOTT 


are (and always have been) distinctly and strictly 
an Elliott product, built throughout in Elliott 
shops. We know every detail is right, before a unit 
is shipped . . . Elliott deaerating heaters require 
no maintenance. The tubular vent condenser of 
Scarfing a head, preparatory to fit-up older designs is now replaced with an inlet spray 
and welding. ° ° i 
i unit and vent collecting hood located within the 
A.S.M.E.-approved automatic welding shell. Trays are of fabricated stainless steel. Non- 
nd bay oat age ee corrodible metals are used wherever undeaerated 
water touches the metal. The latest developments 
in deaeration are fully covered in Bulletin N-16. 
Write for a copy. 


ELLIOTT Company EE! 


Deaerator and Heater Dept.* JEANNETTE, PA. 
Plants at: JEANETTE, PA. © RIDGWAY, PA. 














AMPERE, N. J. © SPRINGFIELD, O. * NEWARK, N. J. ; 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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4 Association of Edison Illuminating Companies begins annual meeting, White Sulphur 
Springs, W. Va., 1951 





Pennsylvania Electric Association, Transmission and Distribution Committee, ends fall 
meeting, North East, Pa., 1951. 





International Association of Electrical Leagues ends annual conference, New Orleans, 
La., 1951. 





| Sed Institute of Internal Auditors, Inc., begins tenth annual conference, New 
York, N. Y., 1951. 





1 American Gas Association begins annual convention, St. Louis, Mo., 1951. 
| United States Independent Telephone Asso. begins convention, Chicago, Ill., 1951. 





National Association of Railroad and Utilities Commissioners begins annual convention, 
Charleston, S. C., 1951. 


. 





| Internaticnal Association of Electrical Inspectors, Southern Section, ends meeting, Rich- 
mond, Va., 1951. 





National Association of Corrosion Engineers, South Central Region, begins meeting, 
Corpus Christi, Tex., 1951. 





4 National Metal Congress and Exposition end, Detroit, Mich., 1951. 
{ Public Utilities Advertising Association ends meeting, Cleveland, Ohio, 1951. 





{ Engineers Council for Professional Development ends 2-day meeting, Boston, Mass., 
1951. ‘ 





§ National Council of State Boards of Engineering Examiners begins meeting, Boston, 
Mass., 1951. 





q independent Petroleum Association of America begins annual meeting, Houston, ‘e 
ex., 1951 





{ American Water Works Association, California Section, begins annual meeting, San 
Francisco, Cal., 1951. 














§ New England Gas Association, Operating Division, begins one-day meeting, Worcester, 
Mass., 1951. 
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U. S. Army photograph 


Rigging Phone Wires in Korea 


Lineman of the 4th Signal Battalion fastening a jumper on lines 
between Tanyang and Chechon, 
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A Lady Commissioner Looks at 
Regulation 


Mrs. Kessler, a New Jersey grandmother, is the first woman to 

be appointed to the regulatory commission of that state, the only 

woman utility commissioner in the United States, and one of the 

few lady commissioners in the history of American public utility 

regulation. Here is an informal account of her background and 

personal experiences since she was appointed by the governor 
of New Jersey two years ago. 


An interview with 
THE HONORABLE HORTENSE FULD KESSLER* 
as told to Larston D. Farrar 


Driscoll, governor of New Jersey, 
called me on the telephone at our 
family farm in Macopin, New Jersey, 
about 30 miles from Newark, where 
we live during the summer. “Are you 
sitting down?” he asked. 
I replied that I was not. 


[ early August, 1949, Alfred E. 


*For photograph, see “Pages with the 
Editors.” 
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“Well, you’d better take a chair 
then,” the governor said. “I want to 
know whether or not you will take 
the vacancy on the state public utility 
commission.” 

Like everyone else in New Jersey, 
I had been reading editorials and 
newspaper stories for many months 
about the possible identity of the new 
commissioner to be appointed to take 

OCT. 11, 1951 
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the place of a deceased member. Since 
the two remaining commissioners 
were Republicans, it was generally ac- 
cepted that a Democrat would get the 
appointment, because of the statutory 
requirement. But in all the thousands 
of words of speculation written for 
the newspapers, or voiced over the 
newscasts, neither my name nor that 
of any other woman had been men- 
tioned. Again and again, I had read 
editorials suggesting that “a good 
man” ought to be appointed imme- 
diately. But so far as I—or anyone 
with whom I had discussed the sub- 
ject—could recall, no one in New Jer- 
sey, outside the governor, ever con- 
sidered that the “man” most likely to 
get the nod was a “woman.” Only a 
few days before he called me, the gov- 
ernor had told the newsmen at a 
Trenton press conference that “I have 
not yet found the man for the job.” 

The shock caused me to forget 
both poise and grammar. 

“Who me?” I squeaked. 


_ I heard him laugh and I re- 
gained my wits. I told him that 
I'd like to think about the idea for at 
least a day or two. He agreed that I 
ought to talk the whole matter over 
with my husband, Samuel I. Kessler, 
and my son, Richard, both of them 
my law partners. 

The family decision was favorable, 
so the governor announced the ap- 
pointment two days later. I took of- 
fice on September 1, 1949. 

Naturally, in the few days follow- 
ing the announcement, there was a 
flurry of wonderful letters from close 
friends, and, somewhat of a surprise, 
quite a few favorable editorials in the 
New Jersey newspapers. I had no idea, 
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until then, that so many editors—vir- 
tually all of them men, too!—seemed 
to think that a woman actually would 
be capable of analyzing annual reports, 
judging among several methods of 
computing cost figures for utilities, 
determining fair transit rate struc- 
tures, and passing on the feasability 
of using natural gas. 

I believe my good friend, Sanford 
Bates, commissioner of the Depart- 
ment of Institutions and Agencies of 
the State, in one sentence of his con- 
gratulatory letter, put the gist of what 
many well-wishers were thinking: 

“I hope you will get satisfaction 
and maybe some fun out of the new 
job,” he wrote. 

If this article is to be considered in 
the nature of an informal interim re- 
port, from the distaff side on a state 
regulatory commission, let me assure 
the men (and women) who have any 
interest in my experiences on such a 
board that it is a source of great satis- 
faction and no little fun. Fun, at least 
in the sense of a thrilling responsi- 
bility. It means serving in a quasi 
judicial capacity on matters affecting 
virtually all of our daily lives. I need 
hardly labor the point that our modern 
civilization is so utterly dependent 
upon good, efficient, and economical 
utility service, that any departure 
from our present high standard would 
be unthinkable. I can only hope that 
I can live up to the kind editorial com- 
ments, of which I will quote two brief 
excerpts : 


|< me Driscoll’s appoint- 
ment of Hortense Fuld Kess- 
ler, Newark lawyer, to the public 
utility commission was surprising 
only in that this is the first time a 
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woman has been named to this im- 
portant body,” the Bergen (New Jer- 
sey) Record commented. “The gov- 
ernor maintained the bipartisan bal- 
ance of the commission, since Mrs. 
Kessler is a Democrat. She replaced 
the late Joseph A. Brophy, of Eliza- 
beth, a Democrat . . . Governor Dris- 
coll is in the habit of making excel- 
lent nominations after careful inves- 
tigation of prospective appointees. 
This seems to be another good one.” 

I was particularly gratified to read 
the flattering editorials in both the 
morning and evening papers published 
in my native city of Paterson. 

The Paterson Morning Call edi- 
torialized, in part: 

The people of New Jersey are for- 
tunate in the appointment of Mrs. 
Hortense Fuld Kessler, a _ native 
daughter of Paterson, as a member of 
the New Jersey public utilities com- 
mission, for her integrity and long 
experience in public work of various 
kinds highly qualifies her for this im- 
portant position. . . . It is good to see 
our governmental leaders waking up 
to the fact that women are just as 
qualified and deserving as men to hold 
the highest public offices of the state 
and the nation. . . . Mrs. Kessler 
admirably proves that contention. We 
are confident she will prove one of the 
most conscientious and capable public 
utility commissioners the state of New 
Jersey has ever had. 

My thought, on reading that last 
sentence, was that I wished I had as 
much confidence in myself as the 
writer of that editorial. When I went 


to the New Jersey public utility com- 
mission offices at 1060 Broad street, 
Newark, to be sworn in, it was not the : 
first time I had seen the building or 
had been in it. But my heart skipped 
several beats from the time I took the 
elevator until I walked into the sixth 
floor hearing room in which the cere- 
monies took place. I had the same 
feeling for several weeks until I be- 
came acclimated to my new associates 
and surroundings. Youngsters may 
take new faces and strange new tasks 
in stride—but we grandmothers get a 
few understandable butterflies in our 
stomachs when suddenly faced with 
unusual responsibilities which we 
know we must take seriously. 


HE other members of the New 

Jersey commission are John E. 
Boswell, of Ocean City, president, and 
D. Lane Powers, of Trenton. They 
are both Republicans, but I can say 
definitely that the party line has never 
bothered either them or me in our 
work here. We get along fine. Thank 
goodness our problems transcend 
political planes. 

The New Jersey Board of Public 
Utility Commissioners has a floor in 
one of Newark’s largest office build- 
ings. This includes the offices for the 
staff, conference rooms, and offices 
for the commissioners. It is all rather 
austere and businesslike, with the ex- 
ception of my office, which I have 
tried to soften up just a little bit. The 


= 


the realization that the consumers who will be most vitally 


q “SOMETIMES, one has to allow rate increases in spite of 


affected by the decision already are hard pressed and that 
the extra funds to meet such raises must come out of the 
average family budget.” 
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walls of my office here are covered 
mostly with utility location maps and 
a few pictures of friends. One picture 
of the commission, of which I am par- 
ticularly fond, was taken last winter 
in the engineer’s cab of a diesel loco- 
motive. It was taken on the day the 
trials of the new electronic safety con- 
trols were held by the Pennsylvania 
Railroad. The trip was made from 
Penn station, Newark, to a point 
some seven or eight miles south, dur- 
ing which time the electronic controls 
were demonstrated to us. 

Occupying a place of honor on my 
desk are photographs of my grand- 
daughter, Jane Elizabeth Kessler. She 
is two and one-half now, and has an 
insatiable desire to be taken to a 
near-by railroad station to watch the 
trains go by. 

I have some flowers from our gar- 
den on the desk. In spite of a losing 
battle with inch worms and Japanese 
beetles, I try to grow some of my 
favorite flowers in my spare time 
every year. I never tire of the view 
outside my window here on the sixth 
floor. It faces south, looking out over 
industrial Newark, the Newark Air- 
port, and just enough of the Pennsyl- 
vania Railroad tracks to make me 
want to travel when I see the Silver 
Meteor going by early in the after- 
noon. 


M* bookcase isn’t at all like that of 
a typical grandmother’s. I am 
interested in many of the subjects that 
are related to the utility industry. On 
the shelves are volumes ranging all the 
way from an Accountant’s Manual to 


Engineering Drawings. There is a 
precious copy of the Holy Bible, too, 
which my son, Richard, used in swear- 


ing me in to my post as commissioner. 
There are Cases on Labor Law, Re- 
vised Statutes of New Jersey, An In- 
troduction to Psychology, Roget’s 
Thesaurus, a copy of Money and 
Banking, and Sprout’s Foundations 
of National Power. 


I TAKE to heart very seriously the 
words appearing on my certificate 
of office: “. . . reposing special trust 
and confidence in your integrity, pru- 
dence, and ability, I have by and with 
the advice and consent of the senate 
appointed you to be a member of the 
board of public utility commissioners, 
department of public utilities, in and 
for the state of New Jersey.” It is 
signed by Governor Driscoll, and is a 
constant reminder of the duty I owe 
my assignment. 

Pictures of my parents, here in the 
office, always give me courage and in- 
spiration to keep going, because their 
lives have been examples of public 
service for as long as I can remember. 
Although both of them are close to 
eighty, they are still very active in 
Paterson in its communal, spiritual, 
and philanthropic affairs. My mother 
has worked unceasingly for hospitals 
in Paterson, the Red Cross, and the 
Community Chest, and she currently 
is honorary president of the auxiliary 
at St. Joseph’s Hospital, where she 
has worked for almost fifty years. My 
father, Moe I. Fuld, has been a mem- 
ber of the board of public works and 
the board of education. He is an 
ardent worker for the Community 
Chest and many other local com- 
munity activities. Another prized 
possession which I keep before me in 
my Office is a personally autographed 
photograph of Mrs. Eleanor Roose- 
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The Responsibility of a Commissioner’s Job 


— en as this post of public utility commissioner promises to 
be, it will always represent a great challenge to me. I have re- 
solved to devote all my time and effort to the job, because I feel keenly 
that it is the right thing to do. Also, I cannot break faith with Governor 
Driscoll, who has shown his confidence in the ability of a woman to 
serve her government in a field usually assigned only to men. Only the 
governor and the people can make the final answer. I fervently hope 
the verdict is favorable.” 





velit, whom I consider to be America’s 
greatest lady. 


S° much for minor details of my 
personal approach to the day’s 
work. I can remember when my days 
were filled with thoughts of planning 
meals, taking the children to the park, 
or working on some community proj- 
ect. But now, I find myself working 
on decisions involving such diverse 
matters as the establishment of a new 
bus route somewhere in New Jersey, 
a report on railroad safety devices, or 
in the midst of a hearing related to 
telephone rates in this or that area. I 
get almost as much pleasure out of 
working in this larger sphere for the 
public as I did in my early years of 
domestic life. Variety certainly is the 
spice of my life on the commission. 
There is never a dull moment in our 
regulatory work. 
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Fortunately, for a new commission- 
er I had the immediate advantage of a 
wonderful staff whose members seem 
tireless. I don’t know how I could get 
along without the aid of the fine peo- 
ple who go on, year in and year out, 
regardless of the changes at the top. 

I’ve held my post for two years 
now. During that time I have had the 
opportunity to participate in several 
hundred cases. The first year, I “sat” 
in 167 cases, and, in the second year, 
I covered about the same number. It 
is really difficult to choose the most 
interesting cases. Every new problem 
presents a variety of new facets and 
factors, each with its own unique 
points of interest. 

I do have a liking for the type of 
case in which large numbers of people 
are interested. For example, there are 
hearings on service complaints, or the 
need of additional bus service, or a 
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rate case, involving fares or service 
charges. These invariably provoke 
more public interest than the pro 
forma matters involving more or less 
business activities or routines. 


SNe taking my post, I have tried 
to promote a wider public interest 
in utility regulation. It makes me feel 
that the state government is making 
real progress in helping to educate its 
citizens when a civics class from a 
junior high school is brought to our 
hearings. Sometimes women’s clubs 
invite utility commissioners to speak 
before them, or come in a group to 
attend hearings on subjects close to 
the hearts of all women. I am afraid 
that the average American knows all 
too little about the work of regulatory 
bodies such as ours. I am always glad 
to see public witnesses come down to 
the hearings and take part in them. 

There are a lot of heartaches and 
disappointments connected with the 
post of public utility commissioner. 
Sometimes, one has to allow rate in- 
creases in spite of the realization that 
the consumers who will be most vi- 
tally affected by the decision already 
are hard pressed and that the extra 
funds to meet such raises must come 
out of the average family budget. 

On the other hand, there are many 
times when one feels a sense of satis- 
faction about having accomplished 
some goal which will bring greater 
safety as well as better living condi- 
tions and more comfort to the people 
we serve. 

Of course, commissioners are often 
under fire from all sides, because it is 
practically impossible to attain results 
pleasing to everyone. Yet, there are 
times of genuine delight when edi- 
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torial writers take a fair and realistic 
view of our work. 


N” long ago, I picked up the 
Newark Star Ledger and read 
this editorial, entitled “A Good Job 
Done,” which was kind enough to in- 
clude a personal reference to my own 
part in a railroad safety case. It 
stated : 


Railroad promises to replace the 
Matawan trestle with a safer and more 
adequate structure represent an excit- 
ing victory for New Jersey short com- 
muters. And in the excitement of 
victory, one is likely to lose sight of 
important services performed by in- 
dividuals. . . . 

After the horrifying wreck at 
Woodbridge killed 84 commuters, 
Mrs. Kessler was the first state offi- 
cer to respond to commuter anxiety 
that a similar accident might occur 
at Matawan. She called a public hear- 
ing in view of the public alarm over 
the trestle, and squarely placed the 
burden of proof on the railroads. 


Of course, pleasant though the per- 
sonal reference was to me, the pro- 
ceeding was the function of the com- 
mission itself. When the Matawan 
construction was begun recently, Sam- 
uel J. Rutberg, spokesman for the com- 
muters’ association in that area, com- 
mented in this manner about the 


PUC’s work: 


The commission has the thanks of 
every commuter along the shore divi- 
sion of the Pennsylvania Railroad and 
Jersey Central lines. The commission 
members also are to be complimented 
for their successful efforts to improve 
service and equipment on the Penn- 
sylvania shore division. Some of the 
air-conditioned commuter cars prom- 
ised by the road already are in serv- 
ice, to the delight of regular riders. 


The Asbury Park (New Jersey) 
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Press, and other newspapers, also 
carried editorials commenting favor- 
ably on the commission’s Matawan 
efforts, and some of them in particular 
mentioned their delight that a woman 
commissioner could take an active and 
competent part in the activities. 


Fee two years of stimulating 
work here at the commission, I 
suppose it is only natural that I have 
come to several very definite conclu- 
sions about utilities in general. Spe- 
cifically, I might say, as far as rail- 
roads are concerned, I am a firm 
believer in the old adage that one has 
to spend money to make money, and 
I am really and truly convinced that 
if the railroads would embark on an 
energetic campaign to make their serv-' 
ice the most attractive in the world, 
they could get business. I am sure 
that people like to ride on trains and 
would go back to riding trains if such 
a program really were put into effect. 

As for bus transportation, it is 
obvious that a greater utilization of 
equipment during the so-called “off- 
peak” hours would bring added in- 
come to the companies. This poses the 
question of whether attractive bargain 
rates, put into effect during off-peak 
hours, would attract shoppers away 
from rush loads, and the discomfort of 
the five o’clock rush could be alleviated. 


I think busses could be used to a much 
greater extent than they are in co- 
operation with board of education 
sight-seeing tours and as an aid to 
vocational training in arranging 
“look-see” tours of industries and 
institutions. 

As for communications, power 
utilities, and water companies, I think 
one of the most important and con- 
tinuing jobs to be done is that of edu- 
cational programs to promote better 
understanding between the companies 
and the public whom they serve. I am 
always gratified to see evidence of an 
attempt by a company to bring the 
public closer to its work and its tech- 
niques. To me, the most indispensable 
ingredient in the formula for a suc- 
cessful utility company is good public 
relations. 


~N* long ago, I participated in one 
of the most interesting cases of 
my short career here as commissioner. 
A certain utility company petitioned 
for a revision—upwards, of course— 
of its rates. We denied the petition, 
which now is being appealed. 

This was an unusual case because 
the company, for some five years, had 
been operating in accord with the pro- 
visions of a rate adjustment plan 
which had been developed jointly by 
the commission and the company for 


+7 


“...I think one of the most important and continuing jobs 
to be done is that of educational programs to promote bet- 
ter understanding between the companies and the public 
whom they serve. I am always gratified to see evidence of 
an attempt by a company to bring the public closer to its 
work and its techniques. To me, the most indispensable 
ingredient in the formula for a successful utility company 


is good public relations.” 
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the express purpose of avoiding long- 
drawn-out costly formal rate proceed- 
ings. When this plan was no longer 
considered feasible by its officials, the 
company withdrew from it and began 
a rather lengthy presentation before 
us. 

After seventeen days of hearings, 
there were about 2,000 pages of testi- 
mony and about 100 exhibits. We 
heard twenty-two witnesses, who cov- 
ered every aspect of the company’s 
operations from stormy weather fore- 
casts to the average age of a utility 
pole. Like a woman, I’m curiously 


awaiting the outcome of the appeal. 


‘T= longest case I have heard, 
however, involved a transit com- 
pany seeking a fare increase. It took 
thirty-three court days. 

The unique feature of this case was 
that it was the first case to be heard 
following the New Jersey Supreme 
Court ruling handed down in the now- 
famous Public Service Co-ordinated 
Transport decision, June 27, 1950, 
86 PUR NS 161. The hearings in 
the bus fare case closed on June 15, 
1950, and twelve days later the New 
Jersey Supreme Court, in its opinion, 
stated : “The justness and reasonable- 
ness of a particular rate of fare can 
only be determined after an examina- 
tion of a company’s property valua- 
tion which constitutes its rate base 

” This obviously placed the 
burden on the utility to present a fair- 
ly comprehensive case on the value of 
its property devoted to public service. 

Proceeding as we usually did in 
these cases (before the Public Service 
Case was decided ) we had received no 
property valuation. The bus company, 
realizing the situation, on July 11, 
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1950, requested permission to reopen 
the case. We granted this request and 
had several additional hearings. 


_o interesting point in this 
second bus fare case was that it 
involved one of the remaining seven 
or eight cities in the United States in 
which a bus pass ($1.35, limited to use 
for one week) was good for unlimited 
rides in the first fare zone. The great 
difficulty here was to eliminate this 
pass. This meant crossing the bridge 
from unlimited riding to limited rid- 
ing without disturbing the economic 
equilibrium of the community too 
greatly and, at the same time, trying 
to effect a just and reasonable fare as 
far as the company was concerned. 
Municipalities in the metropolitan 
area were very active in this matter, 
and, as a result of our decision in that 
case, the transit fare now includes a 
strip of tickets at 14 for $1, good for 
one week for first fare zone rides. We 
said in our decision that we would 
look on this as an experiment, for we 
believe we convinced everyone in- 
volved in that case that we were striv- 
ing to reach a wise and helpful solu- 
tion to the company’s problems as well 
as the riders’ needs. 

Incidentally, during the lengthy 
hearings on the company’s evaluation 
of its equipment and properties, a 
company representative used 1949 
data in his study, checking his calcula- 
tion of equity capital requirements for 
transit companies with data set forth 
in tables in Pustic Urivities Fort- 
NIGHTLY, issue of August 3, 1950 
(pages 174 and 175). The company 
representative apparently was of the 
opinion that the earnings-price ratio 
of 12.2 per cent for his company re- 
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sulting from his study based upon 
1949 data was not unreasonable, since 
the ForTNIGHTLY table to which he 
referred showed that the average 
earnings-price ratios for some eight 
transit company common stocks was 
13.3 per cent. 

However, by our own references 
to a more recent comparison table 
in Pusiic UTILITIES FORTNIGHTLY 
(issue of March 1, 1951, page 314), 
it appeared to us that the average 
earnings-price ratios for transit com- 
pany common stocks had dropped to 
11.1 per cent. It thus appeared that 
the source of information used by the 
company representative showed a 
higher cost of equity capital than the 
one used by us. In other words, both 
the company and the commission 
found themselves using the same 
source to support different conclu- 
sions. 

The incident merely points up the 
fact that even recognized authori- 
tative journals must be used with dis- 
cretion and thorough research in view 
of the changes which are constantly 
taking place in the equity capital 
market ! 


| pieced commissioner, like most 
anyone else, has memories of 
other days, and many of us have spent 
our childhood years in communities in 
which there were utility problems that 


everyone talked about, but nobody 
seemed to do anything about. 

When I was growing up in Pater- 
son, as far back as I can remember, 
a problem existed of getting another 
crossing for traffic on Madison ave- 
nue, which would give us a north- and 
south-bound through street in the 
eastern section of town. As the num- 
ber of automobiles increased, the prob- 
lem there became more acute. I am 
happy to be able to report that there ts 
such a thing as real progress. By 1950, 
when I was sitting on the state com- 
mission, the city of Paterson and the 
New York, Susquehanna & Western 
Railroad Company came before us 
with an agreement about a crossing 
—the one that had been the source of 
such great concern and so much 
speculation for so many years. As 
an “ex-Patersonian,” participating in 
approving the agreement which made 
this change possible in my home town 
was a real privilege. 

I also got quite a thrill when several 
witnesses and other interested mem- 
bers of that group which came over 
from Paterson turned out to be some 
of my old classmates from high 
school. 

A recent gas rate increase case 
presented some unusual and note- 
worthy features. It was the third 
application filed by this same com- 
pany for an increase in four years. 


e 


operate an electric passenger-carrying, interurban rapid 


q “Tue Hudson & Manhattan is a company organized to 


transit railroad interstate. Approximately 98 per cent of 
its riders travel interstate—t. E., between New Jersey and 
New York—but the remaining 2 per cent of the passengers 
are carried between New Jersey stations, all of which are 


located in Hudson county.” 
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There were many public witnesses in 
the case who gave vent to their feel- 
ings in no uncertain terms. This com- 
pany, for some reason or another, had 
not intervened in any early proceed- 
ings before the Federal Power Com- 
mission to obtain allotments of natural 
gas, which we here in New Jersey are 
beginning to use to a great extent. 
The commission felt that any delay in 
the realization of savings associated 
with the use of natural gas, or, for 
that matter, any delay on the part of 
the company in availing itself of 
money-saving methods and techniques 
associated with the use of natural gas 
certainly should not be charged to the 
customers in the form of a higher rate. 
Result : No raise! 


aes New Jersey is adjacent to 
New York city, and our state has 
many railroads that run into New 
York, due to the heavy density of the 
population which spills over into 
northern New Jersey, the complicated 
problem of what to do about intra- 
state fares on these interstate lines is 
always of interest. 

In a recent case in which the Hud- 
son & Manhattan Railroad Company 
sought to raise interstate fares, we 
had an opportunity to consider this 
complex subject. The Hudson & 
Manhattan is a company organized to 
operate an electric passenger-carry- 
ing, interurban rapid transit railroad 
interstate. 

Approximately 98 per cent of its 
riders travel interstate—i.c., between 
New Jersey and New York—but the 
remaining 2 per cent of the passengers 
are carried between New Jersey sta- 
tions, all of which are located in Hud- 
son county. 
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We had ten days of very active 
hearings. Sentiment, as is usual in 
such cases, ranged from one extreme 
to another. One side described the 
intrastate passengers as “sheer velvet, 
and 100 per cent profit for the com- 
pany.” The other side’s characteriza- 
tion was much less flattering, imply- 
ing that the company carries such 
passengers for practically no cost at 
all and that the interstate rider was 
being charged too much so that the 
intrastate rider could be carried by the 
line. We dismissed the company’s 
petition for an increased fare and 
denied the proposed plans for relief. 
The company has appealed our de- 
cision, with what effect is not as yet 
known. 


I SUPPOSE some biographical data is 
in order in an article of this sort. 
I will try to keep to the salient facts. 


As for my family, my mother is a 
native of Newburgh, New York, a 
lovely Hudson river town, and my 
father was born in New York city, 
which probably accounts for my real 
enjoyment of both city and country. 
I first saw daylight in Paterson, New 
Jersey, where I later attended the pub- 
lic grammar schools and the Paterson 
high school. In so far as I can recall 
now, I always liked to go to school. As 
I remember those early days, I had 
only one teacher whom I didn’t like 
—and that probably was due to the 
fact that she discovered me chewing 
gum (strictly forbidden) and kept me 
after school until I had written “chew- 
ing” 500 times. I’ve never liked chew- 
ing gum since, and I never changed 
my mind about her disciplinary tech- 
niques. 

My mother, who had majored in 
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Promoting Public Interest in Regulation 


—e taking my post, I have tried to promote a wider PUBLIC 

interest in utility regulation. It makes me feel that the state 

government is making real progress in helping to educate its citizens 

when a civics class. from a junior high school is brought to our hear- 

ings. Sometimes women’s clubs invite utility commissioners to speak 

before them, or come in a group to attend hearings on subjects close 
to the hearts of all women.” 





social science at Vassar, started my 
training at an early age. I have many 
recollections of visits to hospitals and 
orphanages on my birthdays to share 
my presents and cake with the less 
fortunate. As I grew older, I used to 
go with my violin to perform a very 
out-of-tune “Humoresque” for the 
poor patients. I say “poor” because 
they had no way of escaping! By the 
time I was sixteen and a member of 
the Paterson high school orchestra, 
my playing was less trying, both to 
the patients and myself, and I really 
enjoyed going around trying to enter- 
tain in our hospital and other local 
institutions. 


I REALLY began social work seriously 
when I entered Vassar College in 
1917. I served as a regular volunteer 
staff worker at Lincoln Center (a 
settlement house) in Poughkeepsie, 
and I continued to serve this organi- 
zation until I left college in Novem- 
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ber, 1920, to get married. My hus- 
band—my law partner, too—is still 
my best friend and kindest critic. 
We’ve had thirty-one wonderful years 
together which I can best sum up by 
quoting him: “Sometimes it seems as 
though we were married only yester- 
day, and other times I don’t ever re- 
member being single.” I’ve never 
analyzed that speech too carefully, but 
I’m sure he means well! 

I found much to do that was inter- 
esting in Newark, where we lived 
from the very first, and soon became 
interested in various local organiza- 
tions as well as the Democratic party. 
My husband was county chairman 
then. I used to go along to all his 
meetings trying to acquire some train- 
ing in this field. The practical lessons 
I learned then were of great benefit 
to me during the years when I worked 
in the Roosevelt campaigns as execu- 
tive secretary of the women’s groups. 

In 1935, I was appointed referee in 
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the Essex County Domestic Rela- 
tions and Juvenile Court. Here I 
found the work not only a great 
challenge, but stimulating as well, and 
I think it was my experience here, 
coupled with the fact that our two 
sons, Richard and Edward, were 
attending “all-day” school (and didn’t 
need Mom so much any more) that 
inspired me to go back to college and 
to take up what I had always wanted 
to study: law. I entered the Newark 
University School of Law (now part 
of Rutgers University) in September, 
1938. Most of my fellow students 
there were in their early twenties, 
accustomed to school routine and 
study, and they posed no little handi- 
cap for a rusty student, and a house- 
wife, at that. However, I was deter- 
mined to get that LLB, and did in 
June, 1941. After admission to the 
bar, I became, on January 2, 1942, a 
full-fledged member of my husband’s 
firm, Kessler and Kessler. 


4 war naturally dislocated our 
lives just like other American 
families. Our elder son, then at Cornell 
University, enlisted in the armed serv- 
ices and left for training early in 1942. 
He later waded ashore in the Nor- 
mandy invasion. His younger brother 
left Princeton to join the Navy. I 
took a leave of absence from my 
almost-new office and literally moved 
to the Pennsylvania Railroad station, 
where I worked as chairman of the 
United Service Organization lounge. 
We served more than a million men 
there and I shall always be grateful 
for the opportunity to serve such a 
worthy cause. 

In April, 1942, I was appointed to 


the State Board of Institutions and 
Agencies by Governor Charles Edi- 
son, son of the famous inventor, 
Thomas A. Edison. The work of this 
board consisted of the supervision of 
all of our state institutions and agen- 
cies, and I consider my seven years’ 
association there a most rewarding 
experience. 

When hostilities ended in 1945, I 
returned to our law office, taking up 
where I had left off earlier. In 
1947, Governor Driscoll appointed 
me chairman of the governor’s Com- 
mittee on Youth. This gave me a 
wonderful opportunity to meet and to 
work with people in all parts of the 
state who were interested in helping 
our young people. Besides the other 
social work mentioned, I was co- 
chairman of the Newark chapter of 
the National Conference of Christians 
and Jews, and vice chairman of the 
camp and hospital committee of the 
Newark Red Cross. This just about 
brings me back full circle to that 
memorable day in August, 1949, when 
Governor Driscoll called me on the 
telephone to tell me about my utility 
commission appointment. 

Complex as this post of public util- 
ity commissioner promises to be, it 
will always represent a great challenge 
tome. I have resolved to devote all my 
time and effort to the job, because I 
feel keenly that it is the right thing 
to do. Also, I cannot break faith with 
Governor Driscoll, who has shown his 
confidence in the ability of a woman 
to serve her government in a field 
usually assigned only to men. Only 
the governor and the people can make 
the final answer. I fervently hope the 
verdict is favorable. 





OCT. 11, 1951 


476 








and 
di- 
or, 
his 
en- 


rs 
ng 


up 











Soldiers of Public Service 


Here is a collection of a number of exciting and 

inspiring experiences in which the heroism of utility 

employees has been recognized to the extent of Car- 
negie medal awards. 


By HENRY F. UNGER* 


‘ROUBLE man Albert W. Johnson 
worked rapidly on the routine 
electrical line trouble. Above 

him, on the 33-foot-high pole, was an- 

other trouble man, Archie L. Spain, 
quickly repairing a break, unmindful 
of the tense moments just ahead. 
Suddenly, 7,600 volts of electricity 
jabbed at Spain. As though felled by 

a huge hammer, the trouble man 

slumped unconscious in his fastened 

safety strap. An arc of flame extended 
between the wire and Spain’s hat, 

which had a metal band. Almost im- 

mediately, Spain’s shirt was afire. 

Fifty-year-old Johnson, alerted by 
the sudden lurching of his friend above 
him, forgot his work. Into his brain 
beat a message, “Save Spain.” In- 
stantly, Johnson climbed to the stricken 
lineman. The arc was now broken. 





*For personal note, see “Pages with the 
Editors.” 


Johnson fastened his own safety strap 
around the pole between the other 
wires and just below Spain’s strap and 
quickly got behind Spain. 

In another moment, Johnson was 
pressing Spain against the pole, ex- 
tinguishing the flames on his shirt. As 
soon as Johnson relaxed his hold, 
Spain slumped to a doubled-up position 
astride Johnson’s strap. Rescuer John- 
son noted immediately that fast ac- 
tion was needed to save Spain’s life. 
He raised the stricken trouble man to 
a normal sitting position and began 
frantically to restore Spain’s respira- 
tion. 

After four minutes Spain began to 
breathe in. Then he suddenly flailed his 
arms, beating at Johnson. Viciously 
he kicked and shouted. Calling on his 
fast ebbing energy, Johnson kept 
Spain’s body and arms from touching 
the wires. 
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I’ another moment, Spain became 
limp again. Instantly, Johnson 
started his resuscitative measures and 
kept them going for two minutes when 
Spain, partially revived, lashed out 
again at hero Johnson. With a supreme 
effort, Johnson continued to keep 
Spain from the wires. 

Almost on the verge of discontinu- 
ing the struggle from sheer exhaus- 
tion, Johnson suddenly was aided by 
other men who reached the pole and 
helped to lower Spain, who was still 
struggling. Johnson, weak and nerv- 
ous, descended unaided. Trouble man 
Spain, who suffered serious burns, re- 
covered. 

Those few moments on an electric 
pole were an eternity of time com- 
pacted into fleeting minutes for the 
brave trouble man. For defying death 
to save the life of another trouble man 
that day in Dallas, Texas, Albert W. 
Johnson was awarded the coveted 
Bronze Medal and $500 by the Car- 
negie Hero Fund Commission. His 
name was inscribed on the roll of 
honor at the commission’s headquar- 
ters in Pittsburgh. For Albert W. 
Johnson fitted Andrew Carnegie’s 
definition of a “hero of civilization” 
—one who tries to save a life with full 
knowledge of the danger involved but 
with no thought of reward. His name 
was placed beside many other utility 
workers, who for a few moments for- 
got their regular routine, placed their 
lives in jeopardy, and gallantly saved 
the lives of others. 

In the forty-three years since the 
Hero Fund was set up, more than 3,- 
300 persons have been immortalized 
in bronze, silver, or gold medals. Their 
stories tell of battles with water, poi- 
son gas, fire, electricity, wild animals 
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—all waged on behalf of the other fel- 
low. More than 38,000 applications 
have come in from hopefuls eager to 
record their friends’ deeds and win 
medals and cash for them. But stand- 
ards of eligibility remain strict. 


N: one is eligible who must save 
lives in the course of regular 
duty. This eliminates firemen, life- 
guards, and policemen. The profes- 
sional, the commission believes, incurs 
far less risk than the amateur. 

But there is no dearth of amateurs 
—certainly not among employees in 
the utility field. Laborer William H. 
Lairson wasn’t thinking of personal 
glory when busily working on a dam 
construction job at Shawnee, Okla- 
homa. He suddenly glanced up and 
gasped. A noise above on the 49-foot- 
high framework attracted him. A man 
was plunging toward him. He had 
slipped from the framework. 

Quickly, Lairson took one step for- 
ward. He spread his legs to brace him- 
self. His muscles stiffened. All life 
seemed to stop as he waited for the im- 
pact of the falling body. For a mo- 
ment, he felt numb as he felt the 
smashing blow of the falling man 
against his chest and shoulders. His 
arms vainly swung in an arch, attempt- 
ing to save the man from a longer 
fall. The weight was too heavy. The 
man was deflected, falling on top of an 
18-inch square bucket that was in a 
sump with the top at ground level. 

Lairson was knocked backwards and 
fell on the ground as though struck by 
a sledge. Pains shot through his ankle 
and his shoulders. Quickly he arose 
and struggled toward the victim and 
shouted for help. Aid came immedi- 
ately. Carpenter John J. Roach suf- 
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fered fractures of the left arm, left 
hip, and right leg but recovered while 
hero Lairson wrenched his ankle and 
received contusions of the face, 
shoulder, and chest. 

The Carnegie Hero Fund Commis- 
sion didn’t forget the gallant efforts of 
hero Lairson. He won the famed 
Bronze Medal and $1,000. 


| eancayeg? ran high for a few mo- 
ments in Atlanta, Georgia, as 25- 


year-old trolley bus operator, Clark D. 


Bishop, proved his heroic qualities. 
Schoolboy Leonard G. Harris was 
crossing a railroad track when he sud- 
denly tripped and fell. His head struck 
a rail and he lay unconscious on the 
tracks. 

A passenger train approached at a 
30 miles per hour clip. Bishop, who 
was parked near by, gasped as he noted 
the plight of the schoolboy. 

Only one motive surged in the bus 
operator’s brain as he bounded from 
the bus and ran at top speed for 29 feet 
toward the unconscious boy. “Save the 
boy.” 

With no time for deliberating, 
Bishop crossed over one rail to Harris 
whose head and shoulder lay on the 
far rail. 

His heart pounding furiously, Bis- 
hop could almost feel the locomotive 
grinding into him. It was actually 90 
feet away when the bus operator bent 
over and grasped Harris. Swiftly 
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gripping Harris by his clothing with 
one hand, Bishop swung around 
astride the boy’s legs and with both 
hands yanked the boy to his feet and 
backward five feet from the rail. An 
instant later, the locomotive churned 
past at an undiminished speed. Bus 
operator Clark D. Bishop’s alertness 
and courage saved the life of the At- 
lanta schoolboy and the utility em- 
ployee joined the long list of utility 
workers who have shown their real 
heroic qualities. To hero Bishop went 
the Bronze Medal and $500 toward a 
new home or some other practical 
project. 

So that false deeds of heroism are 
not recorded on the honor roll at the 
Pittsburgh headquarters, the commis- 
sion conducts a system whereby field 
men often duplicate a given feat as 
nearly as possible in order to learn 
firsthand the risks faced by the candi- 
date. These men plunge into water, 
descend into gas-ridden wells and 
mines, subject themselves to all sorts 
of peril. 


N” all utility employees show their 
heroic worth only on the job. 
Such a hero was gas meter reader, 
Joseph F. Cannon of Providence, 
Rhode Island. Standing on the bank 
of the Providence river, Cannon was 
galvanized into action one winter day 
when he saw youngsters Dana H. Ker- 
rick and Francis J. Raponi crash 


e 


proved their heroic qualities. They were courageous beyond 


q “In all parts of the United States, utility employees have 


measure and they were indeed willing to risk their own 
lives so that others might live. In fact, they even died so 
that others might live. The danger was there, and the util- 
ity personnel was not lacking.” 
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through the ice on the Orange street 
slip of the Providence river. The water 
was 12 feet deep and 40 feet from the 
wharf. 

Cannon ran at top speed for 250 
feet to the end of the wharf, swiftly 
descended a piling and swam to the 
two boys, breaking the ice with his 
hands. Gripping the boys with one 
hand and grasping the edge of the ice 
with the other, Cannon desperately be- 
gan to work his way back in the path 
he had made. The ice broke off repeat- 
edly and suddenly the trio was sub- 
merged. Again Cannon grabbed at the 
ice while it broke like tissue paper. 
Four more times the trio submerged. 

Almost despairing of saving the 
boys and thoroughly weakened by his 
struggle, Cannon got unexpected aid 
from some men who threw him a rope. 
Gripping it tightly, Cannon was towed 
to the wharf with the boys. Two men 
who had climbed part way down the 
piling lifted the two boys from the 
water to the wharf. Cannon had to be 
lifted from the water. Chilled and 
fatigued, Cannon and the boys recov- 
ered. 

Gas meter reader Joseph F. Cannon 
was a glory to the utility field. He won 
the renowned Bronze Medal and with 
it $500, honors which he had never 
sought when he plunged into the icy 
river to save two lives. 


8 hon demand to offer your life for 
another strikes suddenly. It is the 
genuine hero who doesn’t hesitate. A 
life must be saved and he proceeds to 
the task. Such a hero was telephone 
lineman Robert Gentile, who was busy 
repairing some lines in Westerly, 
Rhode Island, one fall day when sud- 
denly a Navy plane lost altitude and 


suddenly crashed into the ground. 
Pipe fitter Benjamin B. York was 
working near Gentile as the plane 
smashed into the ground. Hardly had 
the plane crashed when Gentile de- 
scended rapidly from the pole, doffed 
his equipment, and with York ran 
more than a quarter of a mile toward 
the stricken flier. Out of breath, line- 
man Gentile and pipe fitter York bent 
over, gasping for a few mouthfuls of 
air while they quickly surveyed the 
crash situation. The plane lay in some 
brush-covered ground. The pilot seem- 
ingly seriously injured, lay within four 
feet of the plane. Leaping flames en- 
veloped the nose of the plane and shot 
25 feet above it. The pilot moaned 
about eight feet from the flames. 


AS Gentile and York recovered their 

composure, they moved toward 
the pilot. The ammunition inside the 
plane began to explode infrequently. 
Realizing the danger of the explosions, 
the two heroes grasped the pilot and 
carried him 50 feet from the plane. As 
they lay him on the ground a heavy 
explosion shook the ground, tossing 
burning gasoline to a point 25 feet 
from the trio. The ammunition began 
to explode with rapidity. Immediately, 
Gentile and York dropped to the 
ground, Gentile falling on his knees 
on top of the pilot. 

Two minutes later, the explosions 
became less frequent. The heat from 
the plane became unbearable and again 
the heroic team carried the pilot 50 
more feet away. Ten minutes later the 
members of a crash crew from an air- 
port carried the pilot to a hospital. He 
had suffered serious injuries but re- 
covered. Telephone lineman Robert 
Gentile and pipe fitter Benjamin B. 
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Standards for Hero Awards 


— the forty-three years since the [Carnegie] Hero Fund was set 

up, more than 3,300 persons have been immortalized in bronze, 

silver, or gold medals. Their stories tell of battles with water, poison 

gas, fire, electricity, wild animals—all waged on behalf of the other fel- 

low. More than 38,000 applications have come in from hopefuls eager 

to record their friends’ deeds and win medals and cash for them. But 
standards of eligibility remain strict.” 





York didn’t flinch in the face of dan- 
ger. The commission recognized their 
heroic tactics and awarded them the 
Bronze Medal and $500 each. 


N” all heroes receive cash awards 
with their medals. The cash 
awards go to the heroes who really 
need the money. A hero either perma- 
nently or temporarily disabled, isn’t 
forgotten by the commission. “If the 
hero is injured in his bold attempt to 
serve or save his fellows,” Carnegie 
wrote, “he and those dependent on him 
should not suffer pecuniarily thereby.” 

Apprentice electric meter installer 
William D. Groover of Ooltewah, 
Tennessee, fell into this category as a 
hero who won the Bronze Medal, $500, 
and $125 disablement benefits, for his 
heroics one wintry day. While Grover 


C. Dykes and Groover were riding in 
the cab of an auto truck operated by 
a third man, the driver lost control of 
the wheel. The truck finally toppled on 
its right side on a roadway. 
Fortunately, the driver and Groover 
managed to crawl out of the cab win- 
dow and escape the flames which had 
broken out underneath the cab. 
Dykes, who was suffering from a 
fracture of three ribs, extended his 
arms over the vertical cab roof but was 
unable to climb out. Both the driver 
and Groover stood horrified as they 
watched the flames rise from the inside 
of the cab and leap at the face and 
shoulders of the trapped Dykes. 
Shaken from his fright by the screams 
of Dykes, the driver attempted to pull 
the trapped man from the cab without 
success. The gasoline on the roadway 
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was ignited. It was all that the driver 
could take and he ran away. 

The flames inside the cab continued 
to mount higher around Dykes while 
they leaped to six feet on the roadway. 
Determined to save the screaming 
Dykes, Groover sprang into action. 
Momentarily shielding his face from 
the roadway flames, Groover plunged 
toward the cab. Standing in the flames, 
Groover reached inside the cab, firm- 
ly grabbed Dykes, and slowly but sure- 
ly pulled him from the cab. Despite the 
searing flames which were attacking 
his clothing and body, Groover 
dragged Dykes off the roadway. 
Working rapidly, Groover dropped 
Dykes to the ground and immediately 
beat out the flames on his own cloth- 
ing and then switched to Dykes, who 
was seriously burned and was partially 
disabled. 

The flames continued to burn for 
fifteen minutes in the cab but no ex- 
plosion occurred. A real hero, William 
D. Groover suffered serious burns but 
was completely healed in ten weeks. 


ne in the utility field should be 
very proud of public works inspec- 
tor James H. Rimmer who, though a 
hero, lived a lifetime in a few minutes 
of lifesaving. 

As though struck by a truck, Rim- 
mer was knocked violently to the 
ground one day in Cincinnati, Ohio. 
Dazed for a few seconds, Rimmer 
shook his head. Suddenly he realized 
the situation. The blast had occurred 
in the 4-foot water main near by. 

Quickly, he scrambled to his feet 
and ran to an adjoining manhole. 
Peering into the opening he heard loud 
moans. A man was trapped in the in- 
terior. 


Smoke began to bellow from the 
manhole. City firemen already on 
the scene couldn’t pass through the 
opening into the main while wearing 
gas masks. They were refused permis- 
sion to enter without them. 

The plight of the victim swirled in 
Rimmer’s brain. He feared the gas in 
the main. The trapped man would be 
burned horribly in the explosion. 
Without further deliberation, Rimmer 
quickly tied a rope around his body 
and, carrying another rope, he ap- 
proached the manhole _ entrance. 
Breathing deeply, Rimmer entered the 
manhole. His heart beating furiously, 
hero Rimmer walked 30 feet to a turn 
in the main. 

Darkness encompassed him. Desper- 
ately holding his breath. Rimmer con- 
tinued to grope along the walls. For a 
few moments he would stop and listen 
for more moans. Suddenly his head 
struck a jutting pipe. He turned and in 
a stooped position began to walk back- 
ward down a steep slope. For 350 feet 
he stumbled along, fearing at any mo- 
ment to smash into obstructions. Sud- 
denly, the moans became more audible. 
Rimmer quickened his pace. A few 
more steps and he almost fell over the 
prostrated victim. 


pe ereacenee, Rimmer tied the rope 
around the man, who lay helpless. 
Almost exhausted himself, Rimmer 
gripped the stricken man and began to 
drag him toward the manhole. With 
each step a new torture and sweat 
coursing in streams down his body, 
Rimmer called on his remaining 
strength. He stumbled and groped 
along, never relinquishing his charge. 
Finally, after what seemed an eternity, 
Rimmer reached a position 105 feet 


OCT. 11, 1951 482 




















SOLDIERS OF PUBLIC SERVICE 


from the manhole and overcome with 
exhaustion and the gas, collapsed. 

Attracted by Rimmer’s shouts, an- 
other workman, clinging to one of the 
ropes dropped from the manhole, came 
to the duo. He lifted hero Rimmer to 
his feet and supported the overcome 
workman. Shortly the trio was lifted 
from the manhole, too late however 
to save the stricken man, who died five 
days later. 

Like a true hero, Rimmer offered 
his own life to save that of another, 
even though the man later died. For 
his gallantry, James H. Rimmer won 
the Bronze Medal and $1,000 from the 
Carnegie Hero Fund Commission. 


N” all utility heroes live to receive 
their just award. Such was the 
case of Earl I. Roberts, who gallantly 
attempted to rescue Ernest Aronholt 
from suffocation in Lima, Ohio. 

Ascending a ladder in a sampling 
pit of the digester tank of a sewage 
treatment plant, Aronholt was over- 
come by gas. He crashed to the floor 
of the pit, 93 feet deep. 

Aroused by the shouting of a group 
clustered at the entrance to the pit, 
Roberts, instinctively realizing the 
danger of a fellow workman, ran at 
top speed for 700 feet to the pit. Al- 
ready a workman had descended the 
ladder for a rescue attempt. Overcome 


quickly by the gas, he started to climb 
out. When his head and shoulders ap- 
peared above the surface he became 
unconscious. Roberts, with the aid of 
bystanders, dragged him from the pit 
entrance. 

Working hurriedly, Roberts, with 
the help of another, dragged a hose 
50 feet long up a steep slope to the pit. 
No ropes were available. Roberts di- 
rected two men to hold the ends of the 
hose. Bystanders pleaded with him not 
to descend into the pit. Unmindful of 
their pleas, Roberts held the hose 
midway in its length and rapidly 
descended to the victim. Careful not 
to breathe, Roberts placed the hose 
over the victim’s head and shoulders 
and under his arms and held it close 
around the man. 


— signaled with a tug on the 
hose. Slowly the duo was pulled 
to the surface, Roberts desperately 
keeping the helpless man in place. Sud- 
denly, Roberts, overcome by the gas, 
fell to the floor. The other man, 
loosened, plunged on top of the hero. 

Later, two firemen entered the pit 
with gas masks and removed both men. 
Both died in a short time. The Car- 
negie Hero Fund Commission didn’t 
forget Roberts’ unselfish deed and 
gave a silver medal to his widow and 
inscribed his name with the names of 


7 


honor roll at the Pittsburgh headquarters, the commission 


q “So that false deeds of heroism are not recorded on the 


conducts a system whereby field men often duplicate a given 
feat as nearly as possible in order to learn firsthand the risks 
faced by the candidate. These men plunge into water, de- 
scend into gas-ridden wells and mines, subject themselves to 


all sorts of peril.” 
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other heroic utility workmen on the 
honor roll. 


R” courage came to the fore one 
night near Laurel, Maryland, as 
Eldridge Douglass Tanner pushed his 
big trailer truck along the highway. 
Marshall Sales sat next to him and 
Chamber H. Elden was asleep in a 
bunk behind the seat. A heavy van was 
attached to the truck. 

Suddenly an approaching automo- 
bile lurched at Tanner. Sheer driving 
instinct prompted trucker Tanner to 
swerve sharply off the highway. The 
truck smashed into a pole with a ter- 
rific impact which stopped the truck. 
Tanner was hurled from one door. 
Even as he lay there stunned, he could 
see gasoline spill through the damaged 
tank under the opposite front fender. 

For a long moment, Tanner shook 
his head, frantically clearing his foggy 
eyes. He could see flames leaping 
through the opposite door and through 
an opening at the windshield. Despite 
his own wounds, Tanner only visual- 
ized the burning trapped men in the 
cab. He inhaled deeply and held his 
breath. Stumbling into the cab, Tanner 
grasped Sales’ jacket which was afire. 
Realizing that only swift action would 
save the men, Tanner yanked Sales 
and in a moment had him on the run- 
ning board. The heat was intense and 
an explosion was imminent. 

His hands two masses of burned 
pain, trucker Tanner again entered the 
truck. He knelt on a seat, gripped 
Elden’s clothing tightly. With a des- 
perate yank, he pulled his friend from 
the cab. 

Leaping from the cab, Tanner 
grabbed at the clothing of the inert 
truckers lying on the ground. Sobs 
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of pain wracked Tanner as he dragged 
the two unconscious men along the un- 
even ground. He stumbled and fran- 
tically pulled until he was exhausted. 
He could go no more and collapsed. 
At that moment, a gigantic blast of ex- 
ploding gasoline ripped the truck into 
a million particles. Aroused by the 
blast, Tanner called upon his remain- 
ing strength and fell upon his com- 
rades to prevent them from being 
struck by the flying particles. 

Despite his heroic efforts, Tanner 
could not save his trucker friends. For 
his superb lifesaving attempt, he won 
the Carnegie Hero Bronze Medal and 
$500 in addition to a pair of impaired 
arms, which brought additional dis- 
ablement benefits each month. Eld- 
ridge Douglass Tanner was indeed a 
trucker with courage to spare. 


| pone rode high one winter after- 
noon when locomotive fireman 
Wallace G. Johnson went into action in 
Tacoma, Washington, to save the life 
of 81-year-old Tillie Levy. Tillie, who 
was feeble and deaf, walked out onto 
the track on which a train was ap- 
proaching at nine miles per hour. 
Johnson, looking away from his 
work for a moment, gasped as he saw 
the great danger of the locomotive 
grinding the old woman. He ran out 
of the cab of his locomotive, and down 
the steps from the platform. Grasping 
a grab iron, Johnson swung out and 
to the roadbed ahead of the locomo- 
tive. Without a thought about his own 
life, Johnson ran rapidly between the 
rails to Tillie. With one arm he swept 
the old person from her feet and car- 
ried her off the track, barely clearing 
the track in front of the approaching 
locomotive. Neither was hurt but 
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Johnson for his speedy action and 
heroic heart won the Bronze Medal 
and $250. 


AT of heroes emerged glorious- 
ly one hot summer day as an 
honor to the utility industries in Au- 
gusta, Maine. Laborer Joseph Jacques, 
working for a large waterworks com- 
pany, was suddenly overcome by car- 
bon dioxide gas in a cistern 12 feet 


‘ deep. He lay five to six feet from a 


ladder with his nose and mouth in a 
foot of water. Thomas J. Violette, a 
laborer with the same company, 
thought that Jacques was ill and de- 
scended a ladder six feet and then 
jumped to the bottom. 

Realizing then that Jacques was 
overcome by some deadly agent, Vio- 
lette dragged Jacques to the ladder 
and then tried to raise him. He lost his 
hold. Again he gripped Jacques and 
raised him to a half-upright position. 
Then as though struck by lightning, 
Violette was overcome. Jacques fell 
to one side of the ladder with his face 
in water and Violette dropped on top 
of Jacques, his face above water. 

John H. Ellis, Jr., the foreman of 
Jacques and Violette alerted by the 
moans from below, tied a handkerchief 
over his nose and mouth and carrying 
the end of a rope, descended the lad- 
der. He tied a rope on Violette, who 
was pulled out by workers above. 

Before the rope could be removed 
from Violette and lowered to Ellis, the 
foreman collapsed and fell on Jacques. 
Ambrose M. Lynch, a telephone line- 
man, who had only a general knowl- 
edge of gasses, and who happened to 
be in the area, was trying to revive 
Violette when he noticed the plight of 
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Ellis. Knowing from what had hap- 
pened that the situation was serious, 
Lynch descended the ladder, with a 
rope fastened around himself. He car- 
ried another rope. As soon as he 
reached Ellis, Lynch got on his knees. 
Almost immediately, he felt the effects 
of the gas and with difficulty placed 
the rope around Ellis. Before he could 
tie the rope, Lynch began to choke and 
started for the ladder where he col- 
lapsed. Immediately, workers above 
pulled out Lynch. He was quickly re- 
vived. 


N a few moments, foreman Ellis was 
pulled out of the death chamber 
but when near the top, the not too se- 
cure rope loosened and Ellis plunged 
into the gas chamber. Later, he and 
Jacques were removed from the cis- 
tern by fire hooks. Both were dead. 
Violette however was revived. 

For their daring attempts to save 
their fellow man above the call of duty, 
the trio of utility workers received 
their just awards. Violette received 
the Bronze Medal and $1,000; Lynch 
won the Bronze Medal and $1,000, 
while Ellis was given posthumously a 
Bronze Medal to his widow and, to 
supplement the workmen’s compensa- 
tion, his widow received $50 a month 
until further notice or until her re- 
marriage. 

In all parts of the United States, 
utility employees have proved their 
heroic qualities. They were courageous 
beyond measure and they were in- 
deed willing to risk their own lives so 
that others might live. In fact, they 
even died so that others might live. 
The danger was there, and the utility 
personnel was not lacking. 
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The Great Public Power Myth 


Costs are inescapable, even though they may be, in some cases, 

hidden or shifted. The political character of public power opera- 

tions has a natural tendency to promote such juggling and dupli- 

cate dealing, which was foreseen and predicted years ago by 
the late Thomas A. Edison, 


By CHARLES TATHAM, JR.* 


RIVATE or public electric power? 
This question faces America. The 
question is a far more serious and 
far-reaching one than commonly con- 
sidered and because its true signifi- 
cance is widely misunderstood, or un- 
realized, it has received but the most 
casual analysis by impartial observers. 

Actually, the adjectives private and 
public are incorrectly used. The truth 
is that public power is not “public” and 
private power is not “private.” 

These terms, as applied to electric 
power development, are most unfor- 
tunate ones to use in attempting to ar- 
rive at a clear understanding of the is- 
sues involved. Public ownership con- 
notes ownership, operation, and con- 
trol by the people at large for their 
own direct benefit, as opposed to simi- 
lar ownership, control, and operation 
for the benefit of a limited group of 
individuals. Conversely, private own- 


*For personal note, see “Pages with the 
Editors.” 
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ership connotes individual and perhaps 
exorbitant benefits which must be paid 
for by others. Both of these concepts 
are highly inaccurate. 

“Public” ownership does not mean 
ownership by the people in the sense 
that either as individuals or as groups 
they can exercise any of the ordinary 
prerogatives of ownership. They can- 
not set the price to be charged for the 
service, they cannot hire or fire the em- 
ployees who run the business, they 
have no control over operating costs 
or policies. “Public” ownership means 
simply government ownership; it 
should be so termed and it should be 
so thought of. 


eet ownership, on the other 
hand, does not mean that any 
individual, or small group of people, 
can operate the business for their own 
exclusive or preponderant benefit at 
the expense of the public interest. 

In the first place, the so-called “‘pri- 
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vate” electric power companies are not 
privately owned. They are publicly 
owned in the truest sense of the word. 
Ownership legally and in fact is held 
by thousands and thousands of in- 
dividual citizens, each having his own 
small share of ownership. 

“Private” ownership means direct 
citizen ownership and it should be so 
termed and so thought of. 

A correct labeling of the alterna- 
tives, government ownership versus 
citizen ownership, of itself simplifies 
an understanding of the problem. 

The choice then is, should the facili- 
ties for producing and distributing 
electric power be owned and operated 
by the government or should they be 
owned and operated directly by large 
groups of individual citizens? 

The question to be asked is a very 
simple one. Which method of opera- 
tion produces the best service for the 
most people? Best means the most effi- 
cient and dependable at the lowest cost. 
And it means over the long run. Good 
service that is cheap for a month or a 
year, or even longer, will in time be- 
come poor and expensive service if it 
fails to reflect the technological ad- 
vances and improvements that might 
be achieved under different manage- 
ment. 


_ government’s greatest experi- 
ment in operating what most near- 
ly resembles a business enterprise is in 
its handling of the mail. How well has 
the Post Office been run? It is well 
known that it is not financially self- 
sustaining. In 1949 the bipartisan 
Hoover Commission (the Commission 
on Organization of the Executive 
Branch of the Government) reported 
that the main reasons for its enormous 
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deficit were just plain inefficiency and 
waste. The commission reported : 
The administrative structure is ob- 
solete .. . A maze of outmoded laws, 
regulations, and traditions freezes 
progress and stifles proper administra- 
tion . . . Although the Post Office is, 
a business-type establishment, it lacks 
the freedom and flexibility essential to 
good business operation . . . The serv- 
ice is used to hide subsidies . . . Politi- 
cal appointment produces inefficiency 
and militates against the incentives of 
promotion. 


These conditions reflect in part the 
lack of direct interest accompanying 
personal ownership, and in part the 
lack of incentive that is found in com- 
petitive enterprise. 

Under direct citizen ownership any 
individual can become part legal own- 
er of any electric power company. In 
actual practice many consumers are 
part owners of the company that serves 
them. 

The money they pay for the 
stock is invested in plant, machinery, 
and other facilities necessary to fur- 
nish electric service. In other words, 
the money “goes to work” and the in- 
dividual citizens who provide it are 
compensated for its use, in essentially 
the same way that individual citizens 
are compensated by receiving interest 
when they buy bonds or put money in 
the savings bank. 


pmo government ownership no 
comparable opportunity is given 
to individual citizens either to partici- 
pate directly in ownership or to pro- 
ductively invest their savings. The 
government must, of course, obtain 
the money necessary to build or ac- 
quire the facilities ; it does this, not by 
permitting individuals voluntarily to 
OCT. 11, 1951 
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The Contagious Character of Government Ownership 
(ao HE entry of the government into the field of electric power pro- 


duction... 


contains a threat to progress and freedom that 


extends well beyond the area of this industry. Government control of 
one business encourages government control of another. It is the first 
step on the road that leads to eventual economic paralysis.” 





put their savings to work, but by either 
borrowing or by taxation. 

One point should be made quite 
clear; the government cannot provide 
electric service more cheaply than the 
citizen-owned companies. This is a 
matter to which common sense should 
be applied rather than an array of sta- 
tistics. Statistics, figures, can be so 
presented as to produce almost any de- 
sired impression in the mind of the 
noncritical reader. Claims have been 
made by both sides, supported by fig- 
ures, which, although correct in them- 
selves (not falsified), all too often 
produce a quite erroneous impression. 
Propaganda rather than candid discus- 
sion of facts has been widely resorted 
to. 

The simple truth is that we can’t 
beat the economic facts of life. We 
can’t get something without paying 
for it. 
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It is true that for certain articles or 
services, at certain times, exorbitant 
prices may be demanded. Ordinarily 
excessive price demands are restrained 
by the forces of competition. Only 
when a monopoly prevails can too high 
prices be maintained. Even here, un- 
less the product or service is essential 
to life and unless there is no substitute, 
public refusal to buy will tend to bring 
the price down. 


iy the case of electric service, gov- 
ernment price regulation largely 
takes the place of competition and ef- 
fectively protects the consumer against 
excessive rates. All that the citizen- 
owned company is permitted to charge 
is enough to recover the costs of pro- 
viding the service. Government regu- 
lation also requires that the service be 
made available to all who ask for it 
and that the rates be the same for each 
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customer in a given service classifica- 
tion. Virtually every aspect of the 
business is subject to regulation by 
Federal or state commissions acting 
under government authority. This 
regulation aims equally to protect the 
interests of the customers and the in- 
terests of the citizens who provide the 
capital necessary to carry on the busi- 
ness. 

What elements enter into the cost 
of furnishing electric service? They 
are exactly the same as those which 
make up the cost of any other service 
or product, and may be summarized 
as follows: 

(a) Cost of the raw material used 
to manufacture the product or to pro- 
vide the service. 

(b) Wages and salaries paid to the 
workers and employees who carry on 
the business. 

(c) All the direct taxes paid to gov- 
ernment incidental to conducting the 
business. 

(d) An allowance for depreciation 
of physical equipment so as to main- 
tain the investment in these facilities 
intact. 

(e) Income taxes paid to the Fed- 
eral and state governments. 

(f) Interest or return paid for the 
use of capital necessary to establish 
and carry on the business, 


HESE costs are inescapable. No- 

body, neither individuals nor the 
government, can operate a business 
without meeting them either directly 
or indirectly. 

Certain of them do not directly arise 
in the case of a government-operated 
business. For example, the government 
does not pay income taxes, but the in- 
come it thus foregoes must be obtained 
in some other manner, through addi- 
tional taxes on other business enter- 
prises or individuals. 


It is quite true, moreover, that the 
government can borrow money at a 
lower interest rate than the cost of 
capital to any individual business. But 
on an over-all basis, from the stand- 
point of cost to the people as a whole, 
this apparent saving is an illusion. 

The very fact of government’s entry 
into competitive business increases the 
cost of capital to citizen-owned enter- 
prise and consequently the burden of 
cost upo: the people as a whole. The 
government does not invest its own 
money in the business. It invests the 
citizens’ money which it has either bor- 
rowed or acquired through taxation. 
If this money does not earn a return 
comparable to that earned by citizens’ 
savings invested in other enterprises, 
it merely means that the burden is 
shifted to the latter. If a portion of the 
people’s savings earns no return, then 
the balance must earn a higher return. 

It is the same as though in a com- 
munity a certain number of people 
were unable or unwilling to work to 
support themselves. If their support 
must be undertaken by the others, the 
rest obviously have to work harder. 

People do not work for nothing (ex- 
cept in slave labor camps) and they 
will not put their savings to work for 
nothing. If we think that the govern- 
ment can do something more cheaply 
because the money it uses does not 
have to earn a return, we are kidding 
ourselves or being kidded. 


HE entry of the government into 

the field of electric power produc- 
tion, moreover, contains a threat to 
progress and freedom that extends 
well beyond the area of this industry. 
Government control of one business 
encourages government control of an- 
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other. It is the first step on the road 
that leads to eventual economic pa- 
ralysis. 

One of the important arguments 
against government being in business 
is that it breeds inefficiency. This in- 
escapably means a higher cost for the 
product made or the service rendered. 
In government-operated business, poli- 
tics inevitably play a large part, in- 
evitably because most of the executives 
and “higher ups” are appointed by 
politicians who in turn are elected. The 
politicians are humanly interested in 
votes and when they appoint people to 
well-paying positions it is not surpris- 
ing if they hope to get political support 
in return. This is not stated as an in- 
dictment of politicians. It is a com- 
mentary on human behavior. 

A second important point is that if 
the government-operated business is 
inefficiently run, if expenses exceed in- 
come, the deficit can be made up in 
other ways, through appropriations or 
taxes. It may seem that the service is 
being provided cheaply, but the public 
is paying for it in other ways. 

When individual citizens join to- 
gether to operate a business they have 
to meet strong and experienced com- 
petition. If they cannot provide a bet- 
ter service, or a service at lower cost, 
sooner or later their customers will 
turn to other suppliers who can. This 
freedom of choice on the part of the 
customers as to whom they will pa- 
tronize is America’s best guaranty of 
economic progress. 


oe third and most important 

argument against the government 
being in business is that it tends to pro- 
mote monopoly, and monopoly in any 
field is the greatest and most serious 
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threat to human freedom. Essentially, 
monopoly means that our freedom of 
choice in the area covered has been 
taken away from us. And when this 
freedom is lost coercion takes its place. 

A practical danger of monopoly is 
that it can only be eliminated by some 
higher force. Business monopoly, 
monopoly by a group of citizens acting 
in concert, can be prevented or broken 
up by the higher authority of govern- 
ment. The government can and does 
act as a watchdog to protect the people 
from this evil. 

Government monopoly, however, is 
at the top level. The only higher au- 
thority lies in the will of the people. 
If the concentration of power has not 
gone too far, the people’s will can be 
effectively expressed in the voting 
booths. If, however, the octopus of 
government control has grown too 
powerful, the process of voting be- 
comes meaningless and the people’s 
only recourse is the violent one of 
revolution. 

Once embarked on a program of ex- 
panding its control over the citizens’ 
economic lives, it is extremely difficult 
for the government to retreat, or even 
call a halt. The growth of government 
monopoly in any field breaks down the 
normal functioning of individual com- 
petition and for society’s own protec- 
tion requires a further extension of 
controls. Thus the vicious spiral con- 
tinues. 


F pines difficult, it is certainly 
not impossible to halt this process 
in its early stages. Not so long ago, 
many sicknesses were considered acts 
of God, no attempt at cure was made 
and the victim was resigned to either a 
lingering or a speedy death. The 
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growth of medical knowledge, the in- 
crease in scientific understanding 
gradually taught us that these physical 
ills could be cured, that knowledge 
combined with courage and determina- 
tion could increasingly make us mas- 
ters of our physical health. 


, | ‘opay, the great social ill that be- 
sets us is government monopoly, 
the all-powerful control by govern- 


,ment over a steadily growing portion 


of our activities. Socialism, Commu- 
nism, Fascism are nothing but diff- 
erent names for what is essentially 
the same thing, political control over 
the citizens’ private lives. When this 
control becomes complete, the politi- 
cal hierarchy inevitably produces a 
dictatorship; in self-protection it can 
do nothing else. 

At this point the reader may assert 
that the citizen-owned power compa- 
nies are themselves monopolies and 
consequently embody the dangers we 
have been warning against. It is true 
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that they have certain monopolistic 
characteristics within a limited sphere. 
The customer can obtain electric serv- 
ice but from a single source; he can- 
not, if he so desires, turn to a com- 
petitive supplier. There are, however, 
very sound economic reasons why 
these enterprises should operate singly 
within their service area; cheaper and 
better service results. 


A" HOUGH these companies have the 
physical characteristics of monop- 
oly, the consumers are protected 
against the evils of monopolistic prac- 
tice by the higher power of govern- 
ment. This is a real and potent pro- 
tection. 

The danger of monopoly becomes 
frightening when it acquires absolute 
power. Under our competitive eco- 
nomic system, subject to enlightened 
government regulation, this cannot 
happen in the field of direct citizen- 
owned enterprise. It can only happen 
when the government itself takes over. 





Moral Basis for Civilization 


¢ u honor disappears, then our whole way of life disappears. 
When people stop trusting each other, when they can no 
longer rely on each other’s promises, then we have stopped being 
civilized and have gone back to the jungle. That concerns me 
directly, because the jungle is a very poor market for turbines 
and locomotives and refrigerators. .. . 
“Homor is a chain with many links. It leads from the simplest 
transactions—like leaving our pennies on the counter of the 
blind newsdealer—on up to international treaties involving the 


lives of millions. 


“If we want to stay civilized, then each of us has the job of 
keeping that chain unbroken. For staying civilized, in the last 
analysis, depends on making promises—and keeping them.” 





—PHuILip REED, 
Chairman of the board, General 
Electric Company. 
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Depreciation or Depredation 


The inflationary era through which we are passing has caused 

regulatory authorities, as well as utility people, to examine 

anew the factors underlying the accepted original cost basis 

for depreciation—especially where reserves fall short of heavy 

plant replacement costs. Here is an interesting proposal for 

adjusting depreciation allowances to reflect changing purchas- 
ing power of the dollar. 


By HENRY W. COIL* 


OR some time, there has been an 
| een realization that the 

failure of the dollar to perform 
its function as a measure of value and 
the indications for continued inflation, 
make necessary a re-examination of 
depreciation theory. Provision for a 
reserve which will be sufficient to re- 
place the property upon its retirement 
is being increasingly advocated as a 
more realistic approach than the mere 
return of original cost. 

The three-legged stool upon which 
all original cost theories are founded 
either for rate base or depreciation 
consists of the two dissenting opinions 
of Mr. Justice Brandeis in the South- 
western Bell Telephone Case, 262 US 
276, PUR 1923C 193, and the West 
Case, 280 US 234, PUR 1930A 225, 
and the decision of the majority of the 


*For personal note, see “Pages with the 
Editors.” 
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Court in the Hope Case (1944) 320 
US 591, 51 PUR NS 193. 


ig statutes are to be interpreted in 
the light of current history at the 
time of their adoption, certainly ju- 
dicial decisions, which after all are a 
very real form of lawmaking, should 
likewise be understood. 

Judge Brandeis had not witnessed, 
and probably did not dream of such 
debility of the dollar as has developed 
during the past decade. Indeed, the 
West Case was decided while the op- 
posite trend, a very unusual purchas- 
ing power of the dollar, was develop- 
ing, for the abatement of which there 
were applied extreme measures of gov- 
ernmental debt financing, demonetiza- 
tion of gold, and all those trappings 
known as the New Deal. The Hope 
Case was the embodiment of that 
philosophy. 
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B renngee history, governments 
have seldom or for long been cir- 
cumspect about money and almost 
every one of them has got into one sort 
of predicament or another which 
seemed to result in dilution or depre- 
ciation of the currency. Inflation is 
popular, because it gives the impres- 
sion of prosperity and well-being, 
while deflation is regarded much as a 
flat tire. Our plans for the production 
_ of goods to be consumed abroad, in 
war or peace, and hence not affording 
economic balance for money constant- 
ly added to domestic circulation, do 
not presage a “fluctuating” dollar, but 
rather a steadily declining dollar. 
There is still in the air an overtone 
of that derision which in the thirties 
was poured upon one who lagged be- 
hind in adulation of the magical re- 
statement of economic law, then in the 
making, and, hence, in advocating a 
property value rather than a nominal 
dollar approach to depreciation allow- 
ance, one must expect to be called an 
“economic royalist” or a “Tory.” In 
discussing this question, advocates of 
the return of cost theory apply dis- 
paraging epithets to owners and stock- 
holders, while the consumers and rate- 
payers are referred to in sympathetic 
and syrupy phrases. The former are 
said to seek “undue profit,” “wind- 
falls,” or the “benefit of unwilling con- 
tributions from customers.” The rate- 
payer is never cast in the role of one 
who is consuming the stockholder’s 
property, and no attention at all is paid 
to the fact that, in a period of rising 
prices, the stockholder’s dividends 
diminish sharply, though the dollar 
expression thereof remains the same. 
The idea that the people of this 
country are divided into two sepa- 
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rate groups, one stockholders, the 
other ratepayers, is exceedingly 
thoughtless. Large numbers of rate- 
payers are stockholders and practical- 
ly all stockholders are ratepayers. 

There are five main reasons as- 
signed why return of cost deprecia- 
tion allowance should be preferred and 
why the replacement of property 
theory is denounced : 


It is said that accountants would 

e never be able to determine 
whether the allowance were adequate 
or inadequate, because price levels at 
the future time or times of retirement 
of property cannot be known, would 
require prognostication of prices for 
a decade or more in the future, and 
this would amount to no more than 
crystal gazing. It is said that this 
soothsaying would have little rele- 
vancy to the “facts of life,” notwith- 
standing that facts of life are exactly 
what the adherents of replacement of 
property are seeking and what their 
opponents will not face. 

The idea that depreciation policy 
depends upon the art and ingenuity 
of accountants is completely mistaken 
and yet has a wide following, includ- 
ing, of course, 100 per cent of the ac- 
countants. It seems not to have been 
realized that, if the whole subject were 
left to accountants, we would have no 
depreciation allowance at all, for ac- 
countants could not take the first step 
to provide it; viz., the preparation of 
life tables or other estimates of the 
depreciation period. Accountants do 
not establish depreciation expense any 
more than they determine the expense 
for wages and salaries, for insurance, 
for maintenance, for fuel, for rent, or 
for hundreds of other items. All of 
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these, including depreciation, are func- 
tions of management, somewhat con- 
trolled by regulatory commissions. 
Accountants are historians of the 
company’s transactions recorded in 
dollars only. It is immaterial to ac- 
countants how much the dollar will 
buy ; they have to know only that it has 
been spent. They have no way of 
knowing whether or not the money has 
been prudently spent; management 
must know that. Property lives are es- 
timated by engineers and, from these, 
a simple division will fix the straight- 
line annuity, or consultation of a com- 
pound interest or annuity table will 
give the annuity on those bases. Ac- 
countants record the data the same as 
they do that on a time card or tax bill. 


- is perfectly true that accountants 
have no method of allowing for the 
rise or fall in purchasing power of the 
dollar and they would go on solemnly 
recording transactions in dollars which 
had sunk to the value of present-day 
pennies. That they would hold to re- 
turn of cost depreciation allowance is 
inevitable and understandable and they 
are perfectly justified in not usurping 
the functions of engineers, economists, 
or managers. 

But that is no reason why deprecia- 
tion allowance should not be designed 
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to replace worn-out property, for, if 
others can find a way to do it, the ac- 
countant will record the transaction 
just as he does every time he writes off 
property and makes corresponding en- 
tries in acquisition adjustment account 
or surplus when ordered by manage- 
ment or a commission to do so. 


NEXT, it is said that literally no 
© one, neither engineer, economist, 
nor manager, can foretell what it will 
cost to replace property some years in 
the future and, hence, the purpose ade- 
quately to compensate the owner for 
depreciation on the basis of replace- 
ment value is impossible. But, because 
we cannot be absolutely fair, is no rea- 
son why we should not try to be fair 
at all. We know as much about the life 
history of the dollar as we do about 
the longevity of property. Neither can 
be exactly predicted far into the fu- 
ture; the reason for rejecting the one 
is equally a reason for rejecting the 
other, and, hence, it could be said that 
the owner, being unable to prove how 
much annuity he needs, is entitled to 
none at all. 


It is said that the return of cost 

¢ method has the advantage of 
ease, economy, and speed. The easiest 
and quickest way to make money is to 


that the failure of the dollar to perform its function as a 


q “For some time, there has been an increasing realization 


measure of value and the indications for continued inflation, 
make necessary a re-examination of depreciation theory. 
Provision for a reserve which will be sufficient to replace 
the property upon its retirement is being increasingly ad- 
vocated as a more realistic approach than the mere return 


of original cost.” 
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counterfeit it, but that is not, in the 
long run, the best. The easiest and 
quickest way to convict an accused is 
to put him in jail without trial and 
that is very much what some would 
do to the stockholder, but it is not the 
best thing in final analysis. 


4 It is said that, to fix the deprecia- 
¢ tion annuity on the replacement 
cost years in the future would penalize 


‘the present customers, because they 


would be paying for the property at a 
value it did not possess at the time of 
their use. That, however, is no more 
unfair than to allow them to use up 
property which cannot be replaced for 
the price they are paying even at the 
time they are using it. 


Some who oppose the restoration 

e of property theory, on account 
of supposed difficulties or for other 
reasons, recognize the problem and 
would provide the remedy by arbitrary 
transfers from surplus to narrow the 
gap between depreciation reserve and 
expected replacement cost. But that 
begs the question. No such surplus 
earnings are allowed by regulatory 
commissions and, if they were, they 
would simply be depreciation allow- 
ance under another name. 

It is quite evident that through it 
all there has been a complete failure 
to appreciate what is happening to the 
stockholder under return of cost de- 
preciation allowance, and, to make this 
clear, we may take the illustration 
given by a fairly recent contributor to 
the ForTNIGHTLY.’ He says: 


1“Should Price Levels Affect Depreciation 
Accrual?” By Clyde Olin Fisher. Pustic 
Urmities FortNiGHTLY, May 25, 1950. Volume 
XLV, No. 11. Page 683. 
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. . . Suppose an electric company in- 
stalls a pole at a cost of $50. If the 
pole has a service life of ten years, 
straight-line depreciation would neces- 
sitate a charge of $5 a year as a depre- 
ciation expense and the corporation 
would have the right to earn a return 
upon the original $50 investment, this 
in addition to the accrual of the depre- 
ciation reserve. If at the end of the 
10-year period $100 is needed to re- 
place the pole, then stockholders have 
to supplement the $50 in the deprecia- 
tion reserve by making an additional 
investment of $50. 


Let us see what actually happens 
to the stockholders. 

They originally invested $50. 

On this they earned, say, 5 per cent, 
or $2.50 per year, or $25 during the 
10-year consumption of the property. 

To replace the property, they would 
invest another $50, of which $25 is 
the dividends they received and $25 
is new money secured elsewhere. On 
this $100, they earn 5 per cent or $5 
per year or $50 for the second 10-year 
depreciation period. At the end of that 
time, the pole has again worn out and 
there is $100 in the fund. The new 
pole now costs $200, so the stock- 
holders must add to the $100 another 
$100, half of which is the $50 divi- 
dends received and half is new money. 
Each time this is repeated, the stock- 
holders put back into the business all 
that they have received from it, plus 
something from outside sources, and 
never do they realize any spendable 
benefit. 

Each dividend is impressed with 
a trust for the purpose of supple- 
menting the inadequate depreciation 
reserve. 


H ‘HE stockholder is chained to a 
treadmill; his paper “earnings” 
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The Tax Test Grows in Importance 


as, yet income taxes make it necessary in every business trans- 

action first-to ask the question: What is the tax effect of this? 

One who does not keep his depreciation reserve current with the falling 

value of the dollar, simply overstates his net worth and his income and 

pays excessive taxes—out of capital. The essential fault in the return-of- 

cost theory lies in laying up a reserve in dollars which depreciate about 
as fast as the property does.” 





are gradually built up, but these are 
pledged to the use of ratepayers. 
Next it is said: 

If, on the other hand, the corpora- 
tion is permitted to change its depre- 
ciation accrual in the light of advanc- 
ing prices, and if at the end of ten 
years, because of the stepped-up rate 
of depreciation, the corporation has 
$80 in the reserve for the replacement 
of the $50 pole, now costing $100, the 
stockholders will need to make an ad- 
ditional investment of only $20. 


That is to say, having received $25 
in dividends, the stockholder must put 
back only $20 and has $5 to blow in on 
riotous living, except that he already 
has used that to pay his income tax on 
the dividends. 

And we are asked : ““Why should an 
owner get a return on what he has in- 
vested and at the same time claim a 
profit on an involuntary contribution 
made by his past customers ?” 


The answer is that the owner has 
not got any return; he has made 
an “involuntary contribution” back to 
the business for use of his customers. 

Someone has to pay for consuming 
the property. The mistake of those 
who advocate the return-of-cost the- 
ory is to regard the consumer as using 
up money, the money originally in- 
vested by the stockholder, but this is 
not so, for the thing consumed is prop- 
erty of constantly increasing replace- 
ment value. 


NFLATION distorts the entire eco- 
nomic picture of every transaction 
and makes it difficult to think a prob- 
lem through, applying the inflationary 
factor throughout. For instance, in 
the example first above quoted, the 
original investment is $50 and the 
yield is 5 per cent or $2.50. In the sec- 
ond 10-year period, the investment is 
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$100, and the yield is 5 per cent or $5. 
But while prices of poles have dou- 
bled, the prices of everything else 
have doubled, so that the $5 divided 
is worth only $2.50 in purchasing 
power. The stockholder gets the same 
economic reward for the $100 as he 
did for the $50 investment. Even in 
the second example, where the invest- 
ment becomes $100, of which the 
stockholder has furnished $70 and 
the return is $5 or 7 per cent, it must 
be remembered that this $5 divided is 
now paid in 50-cent dollars as com- 
pared to those of the prior period and 
is a yield of only 3.5 per cent in eco- 
nomic value. 

Heavy income taxes make it neces- 
sary in every business transaction first 
to ask the question: What is the tax 
effect of this? One who does not keep 
his depreciation reserve current with 


the falling value of the dollar, simply 
overstates his net worth and his in- 
come and pays excessive taxes—out of 
capital. 


HE essential fault in the return-of- 

cost theory lies in laying up a 
reserve in dollars which depreciate 
about as fast as the property does. 
Then, this reserve is usually invested 
in the utility’s plant, the return on 
which is keyed to original cost and, 
hence, does not increase as if it were 
invested in outside property which 
does more or less keep pace with ad- 
vancing prices. Therefore, under the 
present system, it would seem best for 
the utility to use the straight-line 
method in order to get a larger por- 
tion of its allowance in earlier years 
and invest the fund in “growth” com- 
mon stocks, which expedient, by the 
way, would involve an embarrassing 
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admission as to the investment value 
of its own stock. 


|. yrarers as we must, a gradually 
shrinking dollar (an average of 
about 14 per cent per annum over the 
past century), some plan should be de- 
vised to correct the obvious inade- 
quacy of a reserve to repay only 
original cost. No plan is in view which 
would provide full replacement cost, 
because retroactive adjustment of dol- 
lars accrued to the fund in earlier years 
would not be workable. Of course, un- 
der the present system, the longer the 
life of the property during an infla- 
tionary trend the greater will be the 
disparity between the fund and re- 
placement cost, because the older the 
dollars the weaker they become. 

But it is comparatively simple to 
provide a plan which will return about 
three-fourths of replacement cost, 
more or less, depending on the extent 
of the inflation and the life of the 
property. Indeed, it works in smoothly 
with modern theory. 

The latest wrinkle in depreciation 
accounting is called the “Remaining 
Life” method, which virtually repudi- 
ates orthodox life tables based on esti- 
mating and fixing lives for many years 
in advance. It calls for a new look at 
the property annually, with a readjust- 
ment according to what then appears 
to be the remaining life. It follows 
the property right to the grave, con- 
forming to the observable depreciation 
or per cent condition from time to 
time, so that the estimated life (annu- 
ally restated) necessarily terminates 
exactly upon the retirement of the 
property. In short, book depreciation 
and actual observable depreciation 
should coincide, something that here- 
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tofore has not usually been expected. 

But each year as the remaining life 
of the property is re-estimated, a 
new look can be taken at the condition 
per cent of the dollar; its temperature 
can be taken on the cost of living 
thermometer. Neither property nor 
dollar would be trended or fixed for 
more than a year in the future; both 
would be concurrently appraised for 
their actual condition. The dollar 
would be valued on a “cost of living” 
index, not the BLS index, but a par- 
ticular index based on items which 
a utility purchases. For refinement, 
such index might well differ among 
different classes of utilities or even 
among different utilities of the same 
character ; for example, between hydro 
and steam electric plants, between nat- 
tural and artificial gas plants, or even 
between metropolitan and rural sys- 
tems. 

Without any intricate or ques- 
tionable prognostications whatever, 
the depreciation annuity would be kept 
in step with the condition of the prop- 
erty and the purchasing power of the 
dollar. 


. ie following table is a simple 
illustration of the coincident 


operation of the Remaining Life 
method and the Price Index Adjust- 
ment. It assumes a $50 pole with an 
estimated life of ten years, but in the 
eighth year, its total life is extended 
to fifteen years when it is replaced 
at a cost of $100. 


Normal Price 
Annuity Index 


$5.00 100 
5.00 


Adjusted 


Year Annuity 


WOONAULWH- 
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Reserve $50.00 $ 
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AS before stated and as illustrated 


by the table, what may be called 
the “Remaining Life—Price Index” 
method will not ordinarily provide for 
the full replacement cost of property, 
and the fact that it does not should 
silence those who speak solely for the 
ratepayer, for it fairly divides the in- 
flationary loss between them and hits 
a median which usually furnishes a 
meeting point for fair-minded men. 


e 


“THROUGH history, governments have seldom or for long 

q been circumspect about money and almost every one of 
them has got into one sort of predicament or another which 
seemed to result in dilution or depreciation of the currency. 
Inflation is popular, because it gives the impression of pros- 
perity and well-being, while deflation is regarded much as 
a flat tire. Our plans for the production of goods to be con- 
sumed abroad, in war or peace, and hence not affording 
economic balance for money constantly added to domestic 
circulation, do not presage a ‘fluctuating’ dollar, but rather 
a steadily declining dollar.” 
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Not only the recent past but the out- 
look for the future, war and rumors 
of war, armaments to prevent war, and 
the various schemes for world-wide 
economic rehabilitation and relief pre- 
sent such a picture as was never before 
envisaged in this country, and indi- 
cate an inflation of greater proportion 
and over a longer period than any 
we have experienced. Our economy 
will be placed under a great stress, so 
that every part of it should have our 
careful consideration. 

About the only bargain the ultimate 
consumer is getting these days is 
utility service, and the strangest para- 
dox extant is the way in which the 
politician can hand the citizen a tax 
bill for several thousand dollars and 
then gain his complete confidence by 
promising to reduce utility bills by a 
few cents. 

In few industries does the security 
holder and the security buyer play so 
large a part in proportion to labor as 
in the utility field, where it is common 
to find as much as $40,000 of capital 
required per employee. 


N° one will be misled by the simpli- 
fied assumption above indulged 
for illustration, that a utility has a 
single stockholder or a fixed group 
of stockholders who must constantly 
pour money back into the business to 
compensate for loss through the orig- 
inal cost depreciation allowance. If we 
could so keep them chained to the 
treadmill and ruin them, we might 
justify the gentle expropriation of 
their wealth on the pretext of “social 


value,” which is being used so widely 
at the present day to make the careful, 
prudent, and thrifty support the 
thoughtless and the improvident. 

The stockholder is there used to rep- 
resent the whole body of investors and 
investors-to-be in utility stock. The 
fact that we have no captive to hold 
for ransom and must constantly pro- 
cure new stockholders is of the utmost 
significance. They cannot be coerced ; 
we have no way to compel anyone to 
invest in any private enterprise; only 
public ventures enjoy that power 
through taxation. Accordingly, if we 
offer the investor merely the oppor- 
tunity to come to the aid of existing 
stockholders and assume the burden of 
constantly replacing worn-out prop- 
erty, the funds for which have not 
been provided in adequate amount by 
the consumers of the property, we 
must assume somewhat the philosophy 
of P. T. Barnum. 


HE investor is boss; he simply 

turns off the dial if he does not 
like the program. If utilities offer him 
only sweat and tears, he will go into 
industrials, and, those failing, he will 
buy real estate or lottery tickets, some- 
thing which at least gives him a 
chance. So those who would offer him 
only the loaded dice of return of cost 
for his property must do so knowing 
that they are striking at the heart of 
private enterprise. 

We must stop pouring so much 
adulation on the butterfly and the 
grasshopper and be more concerned 
about the ant and the bee. 
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Northwest Power Curb 


NTIL the Defense Electric Power 

Administration finally came 
through with its order curtailing the 
use of power in the Pacific Northwest, 
Washington buzzed with all sorts of 
rumors about what steps might be taken. 
These ranged from suggestions that day- 
light saving time may be extended 
throughout the winter to wild rumors 
of naval ships being sent into Puget 
Sound. Even rain making was men- 
tioned, When the order was finally issued 
it was quite reassuring even though it was 
made necessary by a most disturbing 
water shortage situation. 

The main characteristic of DEPA’s 
new order is that it does not require any- 
body to do anything right away. It 
simply sets up a pattern of emergency 
or stand-by limitations to take effect 
promptly, when critical shortage actu- 
ally develops. Administrator of this 
order will be J. H. Gumz, DEPA Utili- 
zation Conservation Branch chief, who 
has also been designated “Northwest 
Area Representative.” 

Mr. Gumz now has four kinds of limi- 
tations at his disposal. He can invoke 
one or all, or any combination of them, 
as he deems fit—subject, of course, to 
appeal to DEPA. First, he can freeze 
the maximum amount of power delivered 
to large-scale consumers based on their 
12-month usage prior to last July. Or, 
he can cut down on the nonessential 
usages which would mean a “brownout” 
of unnecessary street lighting, ornamen- 
tal lighting, and a poor future for out- 
door Christmas tree lighting in that sec- 
tion. Then again, there could be a cut- 
back of consumption by large-scale inter- 
ruptible customers, particularly alumi- 
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num and paper plants. The fourth curb 
would be on those consumers having their 
own generating facilities. 

Much, of course, depends on the way 
the Columbia river flow develops during 
the coming weeks. The outlook was cer- 
tainly none too good during September, 
with Grand Coulee running 10 per cent 
below the minimum requirements for 
normal operation. Mr. Gumz will have 
the benefit of the advice of a committee 
composed of Federal, state, and private 
utility representatives. He will also have 
the responsibility of putting some steam 
behind the voluntary conservation pro- 
gram and the enlistment of all idle gen- 
erating capacity, even units owned by 
nonutilities. 


> 
Log Jam at the FPC 


Spee a meeting involving public 
utilities or their regulation is held 
these days without consideration of the 
avalanche of rate cases which has fol- 
lowed in the wake of the postwar infla- 
tionary years. One could jump from the 
American Bar Association meeting of 


utility lawyers which convened last 
month in New York city, to the Public 
Information Program of utility public 
relations experts meeting in the same 
week in Chicago, or glance over the ad- 
vance programs of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners’ convention (scheduled for 
Charleston, South ‘Carolina, October 
16th to 19th), or the United States In- 
dependent Telephone Association’s con- 
vention (slated for Chicago, October 15th 
to 17th), or the national convention of 
the American Gas Association to be held 
in St. Louis (October 15th to 17th). In 
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all of these forums he would find the re- 
current theme echoed and re-echoed : how 
to get rate relief, and get it soon enough 
to do the utility some good! 

It was at the lawyers’ meeting in New 
York that several speakers pointed to the 
fact that delay in rate relief is getting so 
that new applications are necessary be- 
fore older rate applications have been 
granted. Questions are being seriously 
asked as to whether the traditional rate 
fixing, based on return on investment, 
may even collapse under the strain of 
rapid depreciation of the dollar. 

In Washington, one need go no further 
than the gas rate docket of the Federal 
Power Commission. The FPC is faced 
with the biggest backlog of gas rate cases 
in its history. All indications point to ad- 
ditional applications for rate increases 
being filed as the result of inflationary 
trends. 

Under the commission’s procedure, 
rate increases are suspended, if, after 
filing, the FPC staff on preliminary 
investigation finds that the new rates are 
not just, reasonable, and nondiscrimina- 
tory. But, unless the commission acts on 
such requests within five months after 
the date of filing, the rate increases go 
into effect under bond. 


A’ of mid-September there were ap- 
proximately $88,800,000 of sus- 
pended rate increases before the commis- 
sion. About $15,200,000 more had gone 
into effect under bond, and roughly $3,- 
300,000 in rate increases have not been 
acted upon as yet. It is expected that 
many of these rates will go into effect 
under bond since the commission would 
find it impossible to consider the rate in- 
creases within the 5-month period. 
The Office of Price Stabilization may 
become another complication to FPC 
clearing up its rate case docket. Under the 
Federal statutes, OPS is authorized to 
intervene in wholesale rate cases. Last 
month OPS filed a petition to intervene 
in the proposed 16 per cent rate increase 
for the Hope Natural Gas Company. 
OPS is taking the position that if such 
wholesale rate charges are granted by the 
FPC, distributing utility companies soon- 
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er or later would be applying to the vari- 
ous state commissions to pass on the in- 
creased costs to their retail consumers. 
Expected rises in wholesale price of nat- 
ural gas point to more complications 
along this line. 


What Goes Up—Keeps Going! 


ce. trouble with OPS’ suggestion 
about passing on gas rate increases 
from the wholesale rather to the retail 
level—it may be easier said than done! 
It is not at all inconceivable that the up- 
ward movement of the wholesale rate 
may collide with the downward move- 
ment of the retail rate. Indeed, this very 
situation seems to be happening in the 
District of Columbia where the local dis- 
tribution utility received notice of a very 
substantial increase in wholesale rates 
(and the possibility of even a further 
boost in the near future) just about at 
the time when the company’s commercial 
office was mailing out refund checks to 
retail customers by order of a Federal 
district court reversing a 6.14 per cent 
retail increase previously authorized by 
the District of Columbia’s regulatory 
commission. There may be more than 
one utility company caught “in the mid- 
dle” of this reversal of economic tides. 

The difficulty seems to be a matter of 
timing. The first wave of telephone rate 
increases started in a small way in 1947. 
Transit rate increases started about the 
same time. More recently, gas rates have 
started up at the wholesale levels in in- 
creasing quantities, and now the electric 
rate increases are beginning to show up 
in a substantial number. 

This is an understandable timetable of 
the lag between higher general com- 
modity prices and utility rates. The tele- 
phone and transit companies with higher 
labor factors and less opportunity to ab- 
sorb costs in expanding volume of serv- 
ice were more readily sensitive to the ris- 
ing operating expense curve. Now gas 
and electric rates are joining the parade. 
The trouble is that the parade keeps 
going in circles! Applications for rate 
increases have to be made with encores 
and even third helpings. 
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uT in the Pacific Northwest where 
the power shortage has resulted in 
higher operating costs, emergency re- 
quests are being made for temporary 
rate increases in the form of surcharges. 
Expensive idle steam plants are being 
brought on the line to fill the gap in hydro 
power. These temporary rate increases 
would amount to a surcharge. In the 
case of the Puget Sound Power & Light 
Company a temporary rate surcharge of 
13 per cent is being asked of the Wash- 
ington Public Service Commission. 

Company officials state that, depending 
upon the amount and the duration of ab- 
normal steam generation required, the 
surcharge would reflect the actual 
amount of the extra costs. The surcharge 
would continue in effect only as long as 
such excess steam generation is required. 
It is estimated that the extra costs of 
steam generation for five private com- 
panies in the western part of the North- 
west power pool will be from $5-$12,000,- 
000 for the 1951-52 winter peak season 
—more or less contingent on load and 
water conditions to be encountered. 

We even have the hint of possible gov- 
ernment subsidy of these increased costs. 
Some Federal government officials in the 
Bonneville area are reported to be con- 
sidering a proposition whereby the Gen- 
eral Services Administration, the gov- 
ernment housekeeping agency, would be 
asked to bear the brunt of the increased 
costs to the defense industries, especially 
aluminum, which would be pinched by 
the necessary increases. 


SA is more or less responsible for 

the aluminum production in the de- 
fense effort. Interior Department already 
has asked the Defense Production Ad- 
ministration to hold up approval of the 
controversial $46,000,000 loan to the 
Harvey Machine Company for aluminum 
production plants. Interior points out 
that there may not be enough electric 
power in the Northwest to keep the 
plants in high productive operation if 
construction is authorized. Harvey had 
planned on using power from the Hungry 
Horse dam, which is scheduled for com- 
pletion some time next year. 
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OPS Weighs Rate Case Réle 


eb Office of Price Stabilization has 
no desire to plunge headlong into a 
widespread series of utility rate litigation 
which may be unnecessary and even ob- 
structive. That is the latest note struck 
at OPS headquarters in Washington, re- 
acting to published comments that OPS 
might be sticking its neck out along this 
line. But this may not always harmonize 
with OPS field office activity. 

OPS, under the law, is supposed to 
confine its intervention to utility cases 
involving wholesale rates. But some 
regional offices have been getting them- 
selves into telephone rate cases and rail- 
road passenger fare cases. So now the 
OPS Transportation, Public Utilities, 
and Fuels Division would like to correct 
any impression that it is trying to domi- 
nate the regulatory scene, or anything 
like it. 

This OPS division is taking the real- 
istic position that indiscriminate inter- 
vention in rate cases should not be sup- 
ported by OPS at the national level. In 
fact, the division does not have a big 
enough budget. So, instructions to that 
effect have gone out to regional offices. 
And the OPS legal department is study- 
ing what the limits of OPS intervention 
should be. 

Also noted at the Washington OPS 
headquarters is some anxiety that impul- 
sive regional office activity may irritate 
state and Federal regulatory authorities 
by delaying or interfering with prompt 
disposition of rate cases which are jam- 
ming quite a few commission dockets, 
including the FPC. G. Storer Baldwin, 
director of the OPS Transportation, 
Public Utilities, and Fuels Division, said 
he is “confident that Federal and state 
commissions are doing a good job” hold- 
ing down rates and in granting increases 
only where the facts indicate they are 
needed. 

There seems to be no question about 
the right of OPS to intervene in such 
cases as the Hope Natural Gas Company 
wholesale rate increase petition now be- 
fore the FPC. OPS has “officially” in- 
tervened in about thirteen cases. 
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Exchange Calls 


And Gossip 


Prospective and Current FCC 


Reorganization 


HETHER or not Senator McFar- 

land, Majority Leader of the Sen- 
ate, will be completely pleased with the 
progress of legislation during his tenure 
as Majority Leader of the Senate is 
probably a debatable question. But one 
thing appears almost certain. One of the 
Senator’s pet bills which gathered dust 
in a House Interstate and Foreign Com- 
merce Committee pigeonhole during the 
last session of Congress, the reorganiza- 
tion bill for the Federal Communications 
Commission (S 658), will probably get 
some action this time. Maybe not this 
session, but during this Congress. 

The House committee now considering 
this bill held hearings on the measure last 
April and not until last month has there 
been any more activity on the bill. The 
House committee has been holding a 
series of executive sessions on the re- 
organization proposal and reports com- 
ing from Capitol Hill sources reveal that 
the committee is going over the bill with 
a fine-tooth comb. Every phrase and 
every word is getting the utmost scru- 
tiny. The possibility of various interpre- 
tations—some reported to be rather re- 
mote—is being considered. At any rate 
the bill is getting a thorough inspection, 
and although it may come out of the com- 
mittee looking slightly different than the 
way it went in, at least it is destined to 
see the light of day once again. 

Meanwhile, the Federal Communica- 
tions Commission has gone ahead with 
its own reorganization, and its handi- 
work is currently under inspection in the 
latest issue of Land Economics. Profes- 
sors L. W. Thatcher and E. W. Clem- 
ens of the University of Maryland have 
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undertaken this appraisal of the reorgani- 
zation in a detailed article, entitled “The 
Reorganization of the Federal Communi- 
cations Commission: A Case Study in 
Administration and Organization.” The 
authors have undertaken to appraise the 
transition of the FCC from the tradi- 
tional “professional” basis of organiza- 
tion to a setup based on the different in- 
dustries regulated by the commission. 


N the balance, the professors approve 

the change which the FCC has been 
making itself. The writers suggest that 
the change was forced on the commis- 
sion by congressional criticism (witness 
the McFarland Bill above) and the 
recommendations of the Hoover Com- 
mission. The article examines the ob- 
jections that the industry basis for regu- 
latory organization results in some pro- 
fessional men (lawyers, accountants, and 
engineers) being called upon to perform 
duties which are not professional, but 
more administrative in nature. 

The conclusion is that such a shift 
away from professional domination of 
the commission is all to the good. Over- 
emphasis on professional posts such as 
chief counsel, chief accountant, and chief 
engineer is said to result in too much 
double checking, “debating society” pro- 
cedure, and not enough work being done. 
(Strong objection was raised in the Sen- 
ate Interstate and Foreign Commerce 
Committee report on the McFarland Bill 
on this same point ; namely, that the FCC 
was taking too much time with the cases 
before it and causing unnecessary delay 
to the applicants before the commission. ) 
Development of strong industry units 
experienced in their special area of cov- 
erage (such as telephone, telegraph, 
radio, television, etc.) was regarded as 
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necessary in running a staff organization 
of more than 1,200 employees. The 
alternative of control by a “loose com- 
mittee” of commissioners or staff profes- 
sionals was suggested as responsible for 
the backlog of accumulated cases before 
the FCC. 

The article outlines the functions of 
the common carrier bureau of the com- 
mission under the new reorganization as 
follows : 


As previously pointed out, the com- 
mon carrier bureau was the first of 
several industry bureaus to be set up. 
The bureau in turn was divided into 
three main industry divisions, tele- 
phone, telegraph, and international, 
plus the office of the chief, the reports 
and statistics division, and the field 
offices. There is also an assistant chief 
of the bureau. 


HE article then describes the func- 
tions of the administrative unit of 
the bureau: 


The administrative unit is respon- 
sible for files, supplies, mails, and the 
general housekeeping functions of the 
bureau. It can collect budget material. 
Following the traditional line-and- 
staff principle it is supposed to secure 
a certain amount of technical guidance 
from the office of administration of the 
comunission itself. The reports and 
statistics division includes the old per- 
sonnel and _ functions previously 
located in the common carrier branch 
of the accounting bureau. The field 
co-ordination unit integrates the field 
programs with the Washington office. 


The organization and personnel of the 
new bureau are then summarized as fol- 
lows: 


41 employees 
16 employees 


Telephone division 
Telegraph division 
International division 19 employees 
Office of the chief 12 employees 
Reports and statistics unit. ...12 employees 
Field offices (Atlanta, New York, 

St. Louis, San Francisco) ..32 employees 


132 employees 


The analysis of the common carrier 
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bureau concludes with the following 
statement : 

The newly appointed division heads 
are all comparatively young men of 
energy and ability. This augurs well 
for the future. They come to their new 
position with a variety of backgrounds. 
They were selected primarily because 
of their broad knowledge and admin- 
istrative ability, rather than because of 
any specialized knowledge. Should the 
new type of organization prove effec- 
tive, it would belie the frequently made 
criticism of the nonprofessional basis 
of organization—.e., that it is difficult 
to secure men competently trained to 
head bureaus which cut across profes- 
sional lines. 


ROFEssORS Thatcher and Clemens 

have something to say about co- 
operation with state commissions. They 
suggest that if its research activities 
should be expanded the FCC might well 
become a valuable clearing house for 
regulatory information that normally 
might not be available to state commis- 
sions. They suggest as reasons for this 
that state regulation of the “monopolistic 
Bell system” has been made less effective 
by virtue of the fact that the state com- 
missions lack both standards of compari- 
son and regular liaison lines to other state 
commissions. They cite that generally a 
Bell company is the only telephone util- 
ity of its class under the jurisdiction of a 
state commission. Because of this and 
the fact that state commissions common- 
ly lack both interstate and intrastate 
standards of comparison, according to the 
authors, the “clearing house” idea is ad- 
vanced. 

They note that the order establishing 
the common carrier bureau of the com- 
mission specifically provides for co- 
operation with representatives of the 
state commissions and the National As- 
sociation of Railroad and Utilities Com- 
missioners. The commission has also 
given its approval to a bill now before 
Congress (HR 7385) which would per- 
mit the expansion of the field offices of 
the commission and permit the loan of 
staff members to the state commissions, 
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with the states paying the salaries and 
expenses. 


* 


Western Union-W estern Electric 
Invention Agreement 


HE Western Union Telegraph Com- 

pany and the Western Electric 
Company have recently signed a non- 
exclusive cross-licensing patent agree- 
ment. The action is described by com- 
pany officials as one which “should 
further the technical leadership of the 
United States in communications in that 
it will make inventions of each company 
available to the other for the public bene- 
fit.” 

Under the agreement, signed by West- 
ern Electric for itself and for the Ameri- 
can Telephone and Telegraph Company 
and their subsidiaries, Western Union 
receives a nonexclusive license in the 
wire telegraph field under all Bell pat- 
ents. Western Electric and American 
Telephone and Telegraph receive a non- 
exclusive license in the communications 
field under Western Union patents. 

The agreement, effective September 
15, 1951, will continue indefinitely unless 
terminated by one year’s advance notice 
given after December 31, 1957. 

Under the agreement the two com- 
panies license each other to use inven- 
tions made before as well as during the 
life of the agreement. Rights acquired 
under the agreement to use patented in- 
ventions continue for the lives of the 
patents. Western Union will benefit 
from the proposed agreement since it 
will be able to use the Bell system’s pat- 
ented inventions in its developments in 
the public record communications field. 
Likewise, the Western Electric Com- 
pany and the American Telephone and 
Telegraph Company will be able to use 
Western Union’s patented inventions. 


ia 
RCA Color Television 


HE Federal Communications Com- 
mission will probably have the old 
question of color television bobbing up 
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again shortly. Officials of the Radio 
Corporation of America have announced 
that RCA is now conducting tests of its 
“compatible color television” over the 
coaxial cable and microwave relay sys- 
tems of the American Telephone and 
Telegraph Company between New York 
and Washington. Officials are so pleased 
with the performance that more exten- 
sive showings before an other-than-com- 
pany audience are scheduled for Wash- 
ington in early October. 

Brigadier General Sarnoff, chairman 
of the board of the Radio Corporation 
of America, made the statement that the 
results of the tests were excellent. 
Switches were made frequently during 
the tests between the coaxial cable sys- 
tem and the microwave system of 
AT&T, and General Sarnoff stated that 
the color program was “just as good as 
it was in New York city” during past 
tests, 

In addition to the color program from 
the New York city studios, a remote 
pickup was used from the Merchant 
Marine Academy at Kings Point, Long 
Island. The program covered an out- 
door parade of the cadets carrying var- 
ious colored flags and other insignia. 
That part of the program was brought 
from Kings Point, Long Island, over an 
RCA microwave radio transmitter to 
the studios of the National Broadcasting 
Company in New York. From there the 
program continued to Washington over 
the coaxial cable and relay system of the 
AT&T. Sarnoff claimed that this test 
proved that had the color program been 
sent over the existing transcontinental 
radio relay facilities, it could have been 
seen just as well in Los Angeles and 
San Francisco, as it was seen in New 
York and Washington. 


* 
Antigambling Bills 


ELL and independent telephone com- 
panies have intervened on behalf of 
changes in the antigambling bills that 
would prevent the legislation from plac- 
ing too much of a police burden on tele- 
phone companies. 
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The Electric Utilities’ Postwar 
Construction and Finance 
Programs 


N September 14th President George 
M. Gadsby of the Edison Electric 
Institute addressed a luncheon forum of 
the New York Society of Security Ana- 
lysts, with a large and attentive audience. 
His talk bore the title “The Investor- 
owned Utilities Are Meeting Their Re- 
sponsibilities,” and he presented a num- 
ber of colored charts illustrating the past, 
present, and projected trends of the elec- 
tric utility industry for the period 1946- 
54. 

He summarized the postwar construc- 
tion program (for the private utilities 
only) as follows: 

To Be 
Completed Completed 
To 8/1/51 By 12/31/54 
(5 Yrs. (3 Yrs. 


7 Mos.) 5 Mos.) 

Nine-year Period . 62% 38% 
Capacity 38.8 Mil- 

lion KW 46% 54% 

Cost $16.6 Billion . 57% 43% 


While the cumulative capacity at the 
end of 1954 (in the table) works out as 
102,000,000 kilowatts, the actual total 
would probably be about 100,000,000 
kilowatts, allowing for the retirement of 
2,000,000 kilowatts. The total would still, 
of course, include a large amount of obso- 
lete capacity, which the utilities prefer to 
use only in peak periods or emergencies. 
However, over half of the total will then 
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1946-51 
Program 


Financial News 
and Comment 
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be modern-type postwar equipment (if 
the program is completed). 

The scheduled program for both pri- 
vate and government construction of new 
capacity is shown by years in the accom- 
panying table: 

Total Capacity (Million KW) 
Yearly Cumula- 
Addi-_ tive Year-end 
tions Additions Totals 


SV 2 GO NIL NY | 
WNHNWAOWOND 
i CE NGO LI OVD | 
CARN ROUND 


BREET 


te above construction program in- 
cludes the budgeted construction of 
all Federal agencies, and the final setup 
in 1954 will be 75 per cent private and 
25 per cent government and “govern- 
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ment control.” At the end of 1945 about 
80 per cent of capacity was privately 
built and the proportion remained the 
same at the end of 1950. At the end of 
1954 the proportion will probably drop 
to about 78 per cent, and in 1954 to 75 
per cent. 

Formerly, government construction 

was entirely hydro but now the gov- 
ernment proposes to construct some huge 
steam plants (not merely TVA, but also 
units scattered throughout a number of 
other states). 
. In the combined 1946-54 construction 
program, less than 18 per cent will be 
hydro construction. In 1945 the propor- 
tion of installed hydro capacity was near- 
ly 30 per cent and at the end of 1950 the 
proportion had dropped to 26 per cent. 
There will be some further decline in the 
ratio by 1954, probably to 24 per cent. 
Both the government and utilities have 
found that, while hydro power is cheap 
to produce, it is dependable (because of 
changing weather conditions) only in 
certain areas, Stand-by steam capacity or 
dependable purchase arrangements are 
necessary to guarantee noninterruptible 
service. 

Moreover, while both the govern- 
ment and the private utilities are plan- 
ning new hydro construction, it is obvi- 
ous that the best sites already have been 
developed. 


AX mentioned in this department in the 
previous issue, the “Interim Elec- 
tric Power Survey,” prepared by the 
Edison Electric Institute as of July Ist, 
indicated that due to the present severe 
shortages of metals (particularly copper ) 
the construction program for 1951 might 
be 500,000 kilowatts short of earlier esti- 
mates, and for 1952 some 2-4,000,000 
kilowatts deficient. This would mean that 
the amount to be added in 1952 would 
only be about half or three-quarters of 
the amount planned. This would reduce 
reserve capacity to a relatively low per- 
centage, if the anticipated peak loads 
materialize as forecast. The estimates 
recently prepared by the Federal Power 
Commission showed the following in- 
creases in peak-load requirements, for 


December of each year (class A and B 
utilities only, or about 95 per cent of the 
private power industry) : 

Cumulative 


Million Yearly Percentage 
KW Increase Of 1950 
— 100% 
13% 113 
10 124 
8 134 
6 142 


While the EEI estimates of future ca- 
pacity include Federal construction and 
100 per cent of the electric utilities, it 
may be of interest to compare, again tak- 
ing 1950 as 100 per cent, the year-end 
capacity figures based on the EEI fore- 
cast : 

Million Yearly Percentage 
KW Increase Of 1950 


100 
110 
123 
140 
149* 


*Adjusted for retirements these figures 
would be slightly lower, and the increase for 
1954 would approximate 46 per cent. 


These figures indicate that (if the con- 
struction program goes according to 
schedule) capacity should about keep 
pace with increased peak loads through 
1953; and that after that date there will 
be an increase in reserve capacity. This 
agrees with earlier estimates. 


URNING again to the question as to 

whether the program can be main- 
tained, Mr. Gadsby stated in his address 
that “the manufacturers have substan- 
tially increased their plant capacities to 
make more turbines, generators, water 
wheels, boilers, transformers, and all the 
auxiliary plant equipment so that today 
the bottleneck is allotment of both fer- 
rous and nonferrous metals.” The prob- 
lem is therefore simply one of govern- 
ment allotments of necessary materials. 
If the government does not consider the 
expansion program important enough to 
allocate enough copper or substitute ma- 
terials, to turn out generators and auxil- 
iary machinery, the program in 1953-54 
will lag. 
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Can the industry get by with these 
“lowered sights” for construction? There 
are one or two factors which should be 
kept in mind, as possible offsets. In the 
first place, estimated peak-load require- 
ments may prove to be somewhat on the 
high side. During World War II peak 
loads increased sharply during 1941-43 
but remained almost unchanged during 
1944-45, when the war effort was great- 
est. During the whole period there were 
only three years when peak capacity in- 
creased as much as 10 per cent (1940, 
1941, and 1943); and the over-all in- 
crease during the period was about 38 
per cent. 

The present program calls for an in- 
crease of 40 per cent in three years, 
as compared with the similar increase 
in World War II spread over four years. 
Also, the present increase follows an in- 
terim increase of 50 per cent in the post- 
war period. 

But of course there is an important 
difference between present defense needs 
and those during World War II. We are 
greatly increasing the production of 
aluminum, chemicals, and atomic fission 
products, all of which are great consumers 
of electricity. Also, we are trying to avoid 
rationing and produce as many consump- 
tion goods as possible—though these are 
necessarily subordinated to defense 
goods. 

But the important factor in 1953 
seems (to this observer) to be that the 
same shortages which will reduce the out- 
put of generators may also greatly cur- 
tail the output of consumer goods, and 
to some degree of defense goods. To the 
extent that these shortages were not duly 
included as factors in the projection of 
peak loads, the latter estimates may 
prove too high. 


NOTHER point to keep in mind is that 
the construction program as de- 
scribed in the beginning of this article, 
and as shown in the chart on page 508 
is based on name-plate capacity rather 
than capability. This is illustrated by the 
chart on page 510. 
Mr. Gadsby stated as follows in 
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509 


discussing this chart (which also includes 
government power agencies) : 


Capability differs from name-plate 
rating used in earlier charts in that 
thermal units usually have a capability 
considerably in excess of their name- 
plate rating, while hydro installations 
are usually made for the maximum 
economic peak carrying capacity, 
which on unregulated streams is often 
considerably less than either firm load 
capacity or capability at time of sys- 
tem peaks. The figures [in the chart, 
page 510] are compiled on the basis of 
the actual output capacity of all units at 
the time of maximum demand. It will 
be noted that during World War II 
total capability increased about 11,400,- 
000 kilowatts, a little less than 32 per 
cent. The actual increase 1945 to 1951 
is over 27,000,000 kilowatts, an in- 
crease of 57 per cent, with a like 
amount of additions yet to come, so that 
at the end of 1954 the total capability 
of all the electric utilities will be 101.23 
million kilowatts, an increase since the 
beginning of World War II of 183 
per cent, 


Thus there is a plus factor in this 
steady gain of “capability” as measured 
against “name plate.” It seems doubtful 
to the writer whether the capability fig- 
ures make sufficient allowance for possi- 
ble temporary additions to capacity 
through overloads, widespread pooling, 
etc. 

Thus, while the chart on page 508 
indicates that reserve capacity at the end 
of 1951 may approximate only 8 per 
cent—or perhaps 4 per cent if construc- 
tion is retarded as feared—temporary 
“overloads” (with other devices such as 
reduction of voltage) should get the in- 
dustry by in most areas. For this reason 
talk of a general power shortage, which 
is beginning to appear in the headlines 
again, should be discounted. 


URNING again to the finance pro- 
gram of the private utilities, we note 
that while, according to Mr. Gadsby’s 
estimates, 54 per cent of the construction 
program remains to be completed, the 
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financial burden will be easier, the funds 
to be raised amounting to only 43 per 
cent; #. e., $7,200,000 compared with 
$9.4 billion in 1946-51. Not much financ- 
ing was required in 1946 or early 1947, 
so that this tends to equalize the annual 
rates of financing in the two periods. The 
reason why so much more capacity can 
be installed in the later period per dollar 
of financing is that much of the construc- 
tion of distribution facilities has been 
completed—from here on this will take 
only 21 per cent of total funds as con- 


trasted with 40 per cent in 1946-51. 


Mr. Gadsby thinks that the $7.2 billion 
program will have to be raised with a 
larger proportion of common stock fi- 
nancing than was the case earlier. The 
percentages compare as shown in the 
following table : 





First Second 
Program Program 
(1/1/46 to (8/1/51 to 
8/1/51) 12/31/54) 
Internal Cash* .. 38% 37% 
|” PRESSE 41 40 
Preferred Stock . 9 4 
Common Stock .. 12 19 
100% 100% 





*Depreciation, amortization, and excess earn- 
ings—the latter item is equivalent to equity 
financing. 


M:® GapsBy was queried at the forum 
as to the reason for the relatively 
high proportion of common stock financ- 
ing expected in the second period. It is 
understood that the figures are based 
largely on a projection of actual financing 
in the first half of 1951. This method of 
preparing the estimate raises some ques- 
tions, particularly with the possibility 
that pending higher income tax rates may 
cut deeply into 1951-52 earnings, and 
that it may take six months to a year to 
obtain compensating rate increases. It 
appears likely in this event that the utili- 
ties may again make greater use of con- 
vertible debentures, bank loans, etc. Also 
they may have to pay higher dividend 
rates on preferred stock issues than in the 
recent past, in order to stimulate this 
method of financing, which has been 
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neglected recently in current operations. 

Mr. Gadsby presented a chart showing 
the Federal and other taxes paid by elec- 
tric utilities during 1937-51. On the basis 
of the pending tax bill he estimated that 
total taxes in 1951 would be $724,000,- 
000 compared with $558,000,000 in 1950, 
an increase of about 30 per cent ; but with 
smaller increases in state and local taxes, 
the increase in the tax load as a whole 
would approximate 23 per cent. 





_ reference to the rate increases 
necessary to offset higher taxes, 
Mr. Gadsby quoted from a statement by 
Chairman John H. Hessey of the Mary- 
land Public Service Commission, who 
represented the NARUC before the Sen- 
ate Finance Committee in the tax hear- 
ings August Ist: 

Any additional tax imposed upon 
regulated public utilities will, generally 
speaking, reduce their net income be- 
low the amount which the several state 
regulatory commissions have fixed as 
a fair and reasonable return to the 
utility. Therefore, if an increased in- 
come tax rate is made applicable to 
regulated utilities, it would be manda- 
tory on the several state commissions 
to allow an increase in rates, in order 
to enable them to earn a reasonable 
return. Upon a failure of the commis- 
sions to do so, resort could be had to 
the state and Federal courts, and such 
courts would be compelled to reverse 
the commission. 


BVIOUSLY, the problems of correctly 
forecasting industry trends is high- 
ly important at this time. The Edison 
Electric Institute will, in a few weeks, 
publish another revision (in its regular 
eleventh survey) of its estimates for 
1951-54. This should prove of great val- 
ue in appraising the future need of new 
financing, including new equity issues. 
In the meantime, final passage of the 
pending tax bill will permit a more accu- 
rate appraisal of the future trend of stock 
earnings, and the necessity for higher 
rates to close the gap due to tax inroads 
should be fully demonstrated. 
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CURRENT UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Cost Month 12Mos. Month 12 Mos. 
Operating Statistics (July) 
Output KWH—Total Bill. KWH 
Hydro-generated . = 
Steam-generated .. ™ 
Capacity Mill. KW 
Peak Load (May) “i 
Fuel Use: Coal Mill. tons 
Gas Mill. MCF 


Oil Mill. bbls. 
Coal Stocks Mill. tons 


355.4 16% 
ut 0 a 


SessNosS 
OPW hNST W D 


PItridd 


w& 
n> 


Customers, Sales, Revenues, and Plant (June) 
KWH Sales—Residential 
Commercial 
Industrial 
Total, Incl. Misc. .. 
Customers—Residential 
Commercial 
Industrial 


~ 


KR aBRinan 
WUN WN DAW 


Income Account—Summary (June) 
Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales 
Sales to Other Utilities 
Misc, Income 


Expenditures 
Fuel 
Labor 
Misc, Expenses 
Depreciation 
Taxes 
Interest 
SE, TEE, karen veveetacnses 
Net Income 
Preferred Div. (Est.) 
Bal. for Common Stock (Est.) .... 
Common Dividends (Est.) 
Balance to Surplus (Est.) 


Electric Utility Plant (June) 

Reserve for Deprec. and Amort. .... 

Net Electric Utility Plant 

*Electric and Gas Utility New Money Financing (August) 
Bonds 


Preferred Stocks 
Common Stock 


S 
S 
S 
S 
S 
O 
O 
C 
S 
O 
2 
O 
S 
C 
C 
S 
S 
O 
S 


Total Electric 
Total Gas 


Life Insurance Investments (January Ist-September 8th) 
Utility Bonds Ms 
Utility Stocks 


ee ae ee at th ee th en SO MAMAAMAAAMMAa 


D—Decrease. *—As compiled by Irving Trust Company. **—Not available. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS | . 
9/39/58 Indicated —-Share Earnings#? ere 

Price Dividend “ie. Cur. Prev. Yo In ings 
About Rate seld Period Period crease Ratio 


Producers and Pipeline Companies 
~O Commonweath Gas 
™S Mississippi Riv. Fuel .... 
—O Missouri-Kans, P. L. 
vS Southern Nat. Gas 
Southwest Nat. Gas 
Tenn. Gas Trans. 
Texas East. Trans. 
Texas Gas Trans. 


$ .74d .. 62 19% 149 
3.26je 2.58 26 10.4 

i 4.32 2 _— 
3.44 12.4 
, 21 _ 
1.24 14.1 
1.49 9.3 
81 92 


11.7 


me nen 
| 888S38a 
Cn E69 UN Et 
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R 


—_ 
dD 
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Average 
‘Integrated Companies 


American Natural Gas .... 
Columbia Gas System .... 
Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

Interstate Nat. Gas 
Kansas-Neb. Nat. Gas . 
Lone Star Gas 
Montana-Dakota Utils. ... 
Mountain Fuel Supply . 
National Fuel Gas 
National Gas & Oil 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. 
Panhandle East. P. L. 
Peoples Gas Lt. & Coke .. 
Southern Union Gas 
United Gas 


Ly 
— 
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34% 12.4 
17 a 
20 
120 
D17 
30 
20 
D8 
D12 
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Average 
Retail Distributors 


Atlanta Gas Light 
Bridgeport Gas 

Brockton Gas Lt. 
Brooklyn Union Gas 
Central El. & Gas 

Consol. Gas Util. 
Hartford Gas 

Haverhill Gas Lt. 
Houston Nat. Gas 

Indiana Gas & Water . 
Jacksonville Gas 

Kings County Ltg. ....... 
Laclede Gas 

Michigan Gas Utils. ....... 
Minneapolis Gas 

Mobile Gas Service 

New Haven Gas Lt. 
Pacific Lighting 
Providence Gas 

Rio Grande Valley Gas . 
Rockland Gas 

Seattle Gas 

United Gas Improv. ...... 
Wash. Gas Light 


$2.00je 
1.47d 
1.44d 
3.99je 
1.05je 
1.56ju 
2.68d 
2.01ju 
1.06ju 
2.16ju 
4.97d 
45d 
87ju 
1.12je 
1.39je 
3.04je 
1.92d 
4.04je 
57d 
20je 
4.63d 
1.45je 
229;ePF NC 
2.69je 2.22 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES ‘ns 
e- 
9/19/51 Indicated ——Share Earnings#}H— bow 


Price Dividend Approx. Cur. Prev. % In ings 
About Rate Yield Period Period crease Ratio 


ag? 


Communications Companies 
Bell System 
ae 2 ®: See 
Cinn, & Sub. Bell Tel. .... 
Mountain Sts. T. & T. ... 
New England Tel. ....... 
WeGeee SUL. & TO, occcecs 
So. New Eng. Tel. ...... 


% $13.00* $11.22* 16% 122 
459d 479 D4 163 
69je 519 35 149 
11.26je 10.01 12 99 
906my 642 41 12.1 
2.12d 1.79 15.6 


13.5 


=u ra Z 
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Averages 


Independents 
Central Telephone 
General Telephone . 
Peninsular Tel. 
a ee: eee 


‘ransit Companies 

Chicago SS. & S. B. ..... 
Chicago No. Sh, & Mike. .. 
 S = Soe 
Dallas Ry. & Term. ...... 
Greyhound Corp. ......... 
Los Angeles Transit 

Nat. City Lines 

Rochester Transit 

St. Louis P. S. A 
Syracuse Transit 

Twin City Rapid Tr. ...... 
United Transit 


zR 


$1.42je 
2.46ju 
3.78je 
1.52d 
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Averages 

Water Companies 

Holding Companies 
Amer. Water Works 
N. Y. Water Service 

Operating Companies 
Bridgeport Hydraulic .... 
Calif. Water Serv. ....... 
Elizabethtown Water .... 
Hackensack Water 
Jamaica Water Supply ... 
New Haven Water 
Ohio Water Service 
Phila. & Sub. Water 
Plainfield Union Wt. .... 
San Jose Water 
Scranton-Spring Brook ... 
Southern Cal. Water 8 
Stamford Water Dil 
West Va. Wt. Service .... — 


Averages 5.8% 14.1 


35% 7.3 
63 12.0 
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D8% 21.4 
D9 127 
D17_ 144 
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28 
D6 
25 
D12 
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D10 
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D—Deficit. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. *Based on average number of shares outstanding. #In order to facilitate 
comparisons, earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. PF—pro forma, **July, 1950 (fiscal year). d—December, 1950, m—March. 
my—May. je—June. ju—July. NC—Not comparable. 
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What Others Think 


Uncle Sam’s Chronic Understatement 


J Mpeg of the House Ap- 
propriations Committee recently 
issued a report critical of the Army En- 
gineers and their dam and flood-control 
activities. Emphasis was placed on the 
underestimating record of the Engi- 
neers. The following day Representa- 
tive Norris Poulson (Republican, Cali- 
fornia) through extension of remarks in 
the Congressional Record, scored the 
Bureau of Reclamation for the same 
practices. 

He stated that the Army Engineers 
have not deceived Congress any more, 
if as much, than the Bureau of Reclama- 
tion. He added that an examination of 
the record may disclose that the Bureau 
of Reclamation has been “a far greater 
deceiver” than the Army Engineers. 
He added: 


Comparisons in the case mean noth- 
ing, for if either one of these bodies 
are deceiving the Congress, they 
should be exposed and punished. But 
it is strange that the Bureau of Recla- 
mation was not exposed, and did not 
draw the wrath of the Congress long 
ago. For they are old offenders, and 
we members of the Interior and In- 
sular Affairs Committee have long 
been faced with gross misrepresenta- 


Project 


Boulder Canyon 
Davis Dam 
Central Valley 
Colorado-Thompson 
Fort Peck 
Hungry Horse 
Columbia Basin 
Kendrick 

Riverton 

Shoshone 

Missouri River Basin 


tion and deception on the part of the 
Bureau of Reclamation witnesses, 
when it comes to the actual cost of a 
proposed project. 


Poulson then produced figures of 
Reclamation projects which he main- 
tained would show that Reclamation 
project estimates run “from 100 to sev- 
eral hundred per cent low.” The figures 
are as shown in the table below. 


HE Congressman then continued 

that “one of the most dishonest 
estimates” given Congress recently by 
the Bureau of Reclamation has to do 
with the proposed Central Arizona proj- 
ect. He added that the bureau estimated 
the construction cost of this project 
roughly at $788,000,000, but nowhere in 
the bureau’s report on this project are 
there estimates of the additional features 
that would have to be constructed to 
make the Central Arizona project work- 
able. He went on: 


For instance, the main dam of the 
Arizona project would be filled with 
silt within twenty-five to twenty-nine 
years without the building of other 
dams and reservoirs upstream, The 
bureau does not include these addi- 


Present 
Estimate 


$173,900,000 
114,438,000 
581,886,000 


Original 
Estimate 


2,834,427,848 
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tional works in its estimate, yet they 
would add at least half a billion dol- 
lars to the estimated cost of the proj- 
ect. 

Now, I wish to inform the House 
Appropriations Committee, and the 
Senate, as well, that in the project 
bills as they are presented to the Con- 
gress, the Bureau of Reclamation has 
inserted a paragraph, or section, which 
is the most dangerous and iniquitous 
section that could be placed in any 
bill having to do with appropriations. 

This section gives the Secretary of 
the Interior carte blanche when it 
comes to spending money on a project. 

This section is in the Central Ari- 
—_ project billsa—HR 1500 and 
S 75. 


Poulson then elaborated on his dis- 
closure that the bill contained a blanket 
authority for the Secretary of the In- 


terior. He referred to testimony by a 
Reclamation witness, one Mr. Neilson, 
who at the hearings on the bill admitted 
that the bill had the “catchall element 
of this kind so that the secretaries will 
not be bound by the specific element so 
that he may make changes in the inter- 
est of a more economical project.” 

The California Congressman then 
charged that for years the Bureau of 
Reclamation has been absorbing more 
power over the economy of many states, 
and, unless it is stopped, we are headed 
for bankruptcy or Communism. He fur- 
ther charged that the bureau has con- 
sistently deceived the Congress, both in- 
dividual members and the entire body, 
and if any of the members of the Ap- 
propriations committees wish to take the 
time, they can issue a report that will 
greatly overshadow the deficiencies of 
the Army Engineers. 





Pennsylvania Electric 


HE Federal public power program 
was viewed recently as an attempt 
to “nationalize the electric power indus- 
try as the first step in securing a tight 
hold over all industry and business.” 
The charge was made by H. B. 
Bryans, president of the Philadelphia 
Electric Company, in an address at the 
opening session of the forty-fourth an- 
nual 2-day conference of the Pennsyl- 
vania Electric Association held in Phila- 
delphia. Some 800 representatives of 29 
light and power companies throughout 
the state attended the meeting, devoted 
to the theme, “Power for Progress.” 
Mr. Bryans accused the public power 
bloc of trying to sell the country, “un- 
der the guise of such things as flood con- 
trol and soil conservation,” the pro- 
posals for construction of nine colossal 
Federal power projects. 


Flood Control a Subterfuge 


“These,” he said, “would cost the tax- 
payers at least $60 billion, would largely 
parallel existing power lines, and would 
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Association Meeting 


require great quantities of scarce ma- 
terials and man power so urgently need- 
ed elsewhere. The pattern of the past 
—and it will not likely be changed in 
the future—is that dams approved for 
flood control are ultimately turned into 
electric power plants.” 

Mr. Bryans also warned that the 
growing scarcity of essential materials 
such as steel and copper may seriously 
affect the defense program since it is 
forcing electric power companies of the 
nation to cut back on their vast expan- 
sion program. 

For the country as a whole, he said, 
material shortages already have cut 1951 
capacity additions by 1,000,000 kéilo- 
watts, and “now seem likely to cause a 
loss of from 2,000,000 to 4,000,000 kilo- 
watts in 1952.” This is 4 matter of grave 
concern, he added, because “our mili- 
tary program, which has been superim- 
posed on a substantial civilian economy, 
cannot succeed without electricity.” 

Another speaker, George M. Gads- 
by, president of the Utah Power & 
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Light Company, charged that the pub- 
lic power bloc “has the full backing of 
the administration in its attempt to 
create a national power system.” The 
move, he said, is a “long step toward 
socialized economy.” 

George R. Conover, vice president of 

the Philadelphia Electric Company, told 
the conference that the industry, if it 
could obtain the necessary materials, 
would expand its facilities to meet all 
demands made upon it by civilian and 
defense economy. 
‘ Since the end of World War II, he 
said, the industry has spent billions of 
dollars to virtually double its capacity 
and meet the needs of the country, which 
it “gauged with uncanny accuracy.” 

The outgoing president of the asso- 
ciation added that the government would 
have to take the blame for any power 
shortages that existed in future years if 
restrictions on materials blocked con- 
tinuation of the industry’s expansion 
program. 


). yom speaker, Dr. J. A. Hutch- 
eson, a vice president of the West- 
inghouse Electric Corporation, predicted 
that twice as much electrical generating 
equipment as was made up to 1950 
would be required to meet the nation’s 
power needs in the next fifteen years. 
Technological developments on elec- 
tric generating equipment, Dr. Hutch- 
eson said, will enable the utility industry 


to cope with the greatly accelerated de- 
mand resulting from a high level of in- 
dustrial activity and a sharp rise in the 
use of electrical conveniences in the 
home. 


4 & prevent government inroads and 
ultimate control, the utility indus- 
try must finance expansion with private 
funds, Representative Richard Simpson, 
Republican of Pennsylvania, warned 
the association. 

Speaking at the closing session of the 
group’s forty-fourth annual convention, 
Mr. Simpson declared that if the money 
for expansion did not come from private 
sources, “the inefficient hand of govern- 
ment management will provide the 
money through deficit financing and 
then demand government control. 

“Should this come to pass,” he added, 
“private control of the electric light and 
power industry will diminish and poli- 
ticians will once again prove their ineffi- 
ciency as businessmen at the expense of 
every consumer of electricity.” 

R. A. Gallagher, of the Pennsylvania 
Electric Company, Johnstown, was 
elected president, succeeding Mr, Con- 
over. 

The association’s merit award was 
presented to E. W. Oesterreich, of the 
Duquesne Light Company, for the de- 
velopment of the pole-top resuscitation 
technique, which has received national 
acclaim from electric utilities through- 
out the country. 





Electrical Appliances 


HE Northern Trust Company’s 

(Chicago) letter for September 
contains an interesting review of elec- 
trical appliance sales in the last decade. 
The article points out that the increase 
in the number and use of electrical ap- 
pliances in the home since 1940 has been 
impressive. Chief among the factors 
contributing to the growth of appliance 
sales has been the greater availability of 
electric current at declining rates and a 
constant improvement in the design 
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and operation of the equipment itself. 

The letter goes on to say that this 
growth is shown by the 92 per cent in- 
crease in average kilowatt-hour sales 
per residential customer since 1940. 
Moreover, the number of customers has 
increased 50 per cent during this period. 
These over-all figures, large as they are, 
understate the growth in use of indi- 
vidual appliances. Available figures in- 
dicate that many of the newer appliances 
promise similar rapid growth. 
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The bank letter then shows that at the 
beginning of this year, some 94 per cent 
of wired homes in the United States had 
radios, about 87 per cent had mechani- 
cal refrigerators, 87 per cent electric 
irons, 78 per cent electric clocks, and 
72 per cent electric washers, according 
to statistics compiled by Electrical Mer- 
chandising. This is all the more impres- 
sive, according to the letter, when it is 
realized that electrification of American 
homes is now about 94 per cent. Vacuum 
cleaners and toasters are also well rep- 
resented in the nation’s dwelling places. 

The letter also cites replacement sales 
as another factor in the over-all appli- 
ance picture. The fact that many homes 
can use more than one radio, clock, or 
other small appliance, indicates that the 
saturation point has not been reached 
even for the better-known products. 
More definite promise of expansion 
exists for such items as dishwashers, 
clothes dryers, waste disposal units, and 
room air conditioners, none of which is 
used in more than 2 per cent of wired 
homes. 


‘ao Northern article observes that 
sales of household refrigerators 
totaled 6,200,000 last year, compared 
with 3,500,000 in 1941, the best prewar 
year, and 4,800,000 in 1948. Approxi- 
mately 21,000,000 refrigerators were 
sold in the 5-year period 1946-1950, or 
about one for every other home. For 
the first time, replacement sales, esti- 
mated from dealer sampling at 52 per 
cent of the total, exceeded sales to homes 
not already owning refrigerators. The 
companion piece to the refrigerator, the 
home freezer, continued to gain in pop- 
ularity. 

The letter notes that uncommon prior 
to 1946, home freezer sales increased 
from 210,000 units in 1946 to 690,000 
units in 1948. A decline occurred in 1949 
to 485,000, but last year’s purchases al- 
most doubled to a new record of 890,- 
000. Consumer preference for the larger 
freezers appears to be increasing. In 
1948, freezers of 9 cubic feet or less ac- 
counted for 56 per cent of sales, but had 


dropped to 44 per cent in 1950. Sales of 
electric ranges set an all-time record in 
1950 at 1,830,000, compared with 1,- 
600,000 in 1948 and 720,000 in 1941, the 
best prewar year. Despite this growth, 
sales of electric ranges fell far short of 
gas range sales, estimated at over 3,- 
000,000 last year. 

The letter then turns to the home 
laundry group, including washing ma- 
chines, clothes dryers, and ironing ma- 
chines. This group experienced gener- 
ally satisfactory results in 1950. An im- 
pressive 4,212,000 standard-size electric 
washing machines were sold, an all-time 
record. For the first time, dollar volume 
of sales in automatic washers exceeded 
that in nonautomatic machines by a 
small margin, though automatics com- 
prised only about 37 per cent of unit 
sales. 

An estimated two-thirds of non- 
automatic washer sales were for re- 
placement. Ironer sales usually run about 
one-tenth the number of washers. Last 
year, a total of 400,000 electric ironers 
were sold, falling short of the record 
600,000 ironers sold in 1947. Original 
sales of ironers were far larger than re- 
placement sales, constituting 80 per cent 
of the total. The newest addition to the 
home laundry family, the clothes dryer, 
nearly trebled its sales volume between 
1949 and 1950. Approximately 295,000 
electric and gas clothes dryers were sold 
last year compared with 106,000 in 1949 
and 58,000 in 1947, the first year for 
which figures are available. Some 80 
per cent or 235,000 of the units sold in 
1950 were electric. 


ft bank letter article notes that 
strong public interest continues to 
be manifested in those types of appli- 
ances designed to make everyday living 
more comfortable. Room air condition- 
ers, dehumidifiers, dishwashers, food 
waste units, and electric blankets are in 
this category. Sales of room air con- 
ditioners amounted to 175,000 units last 
year, 83 per cent better than 1949, and 
orders were limited only by manufac- 
turers’ inability to keep up with demand. 
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The March of 
Events 


In General 


ABA Utility Section Meeting 


. } impact of inflation on public util- 


ity rate regulation was the outstand- 
ing theme discussed by program speak- 
ers and utility lawyers attending the ses- 
sions of the Section of Public Utility 
Law of the American Bar Association, 
held in New York city on September 
17th and 18th. (Text of these addresses 
will appear in forthcoming issues of 
PusLtic UTILITIES FORTNIGHTLY.) 
Chairman Benjamin F. Feinberg of the 
New York Public Service Commisison 
emphasized the role of the state commis- 
sion and the importance of the cost basis 
for regulation in stabilizing the economic 
position of utilities. 

Professor Herbert B. Dorau of New 
York University suggested the definite 
possibility that traditional rate-fixing 
formula based on return on property cost 
may collapse under the strain of con- 
tinued deterioration of the purchasing 
power of the dollar. He pointed out that 
delay in rate relief is getting to the point 
where new applications are necessary be- 
fore older rate applications have been 
granted. He pleaded for a more realistic 
economic approach to rate making. Ells- 
worth Nichols of Rochester, New York, 
chairman of the section’s committee to 
report on developments in case law dur- 
ing the preceding year, led a panel dis- 


cussion on utility cases during the first 
session. 

State regulatory commissions, by and 
large, are showing a tendency iowards 
granting higher rates of return on cap- 
ital investment, according to Donald C. 
Power, president of General Telephone 
Corporation. He referred to a recent 
Massachusetts court case in which a re- 
turn of less than 6.23 per cent was ruled 
confiscatory for a telephone company. 
Edward Hopkinson, partner of Drexel & 
Co. of Philadelphia, pointed to the con- 
tinued need for attraction of investor 
confidence, in a careful analysis of cur- 
rent problems of utility financing. 

Daniel P. Loomis of Chicago deplored 
the trend towards government seizure of 
public utilities as a method for settling 
labor disputes. John Lansdale, rate case 
specialist of the Cleveland bar, suggested 
that attorneys could help the situation by 
more effective preparation of cases, par- 
ticularly in the matter of “proof of eco- 
nomic issues.” Bradford Ross, chief 
counsel of the Federal Power Commis- 
sion, participated in the panel discussion 
covering gas and electric cases. 

A. J. G. Priest of New York was 
elected the new chairman of the Section 
of Public Utility Law, succeeding E. 
Smythe Gambrell, Atlanta attorney. Jon- 
athan Gibson, Santa Fe railroad official 
and counsel, was elected vice chairman. 


Arkansas 


To Review Assessments 
“ae state public service commission 

will voluntarily review the 1951 as- 
sessments which have been sent to 11 gas 


transmission and distribution companies. 
The assessments were increased for some 
companies as much as 300 per cent over 
the 1950 figures. 
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Commissioners Gladden and Thompson 
said they considered this new basis for 
taxing the companies “excessive,” adding 
that all will be re-examined. They said 
the tremendous assessment increases 
levied against the gas companies are not 
a precedent for the assessments against 
the other utility companies. 

Because of the pressure of commission 
business they did not see the assessments 
before they were mailed out to the gas 
companies by the commission’s tax divi- 
sion. The assessments to the other util- 
ities will be studied closely by the com- 
missioners before they are mailed. 

The gas companies had planned to file 
formal protests against the assessments 
with the commission which would have 
brought about a review by the commis- 
sion. Commission officials advised the 
companies to file their protests. 


Signs Emergency Stop Order 


— Circuit Judge Guy Amsler 
recently signed an emergency stop 


order preventing the Arkansas Electric 
Co-operative Corporation from proceed- 
ing with contract awards for construction 
of a steam electric generating plant near 
Ozark. 

The order was issued on a petition 
presented by attorneys for utilities in the 
area contending that contract awards 
were to be made before the September 
29th hearing on a motion to stay the 
August 11th order of the state public 
service commission approving the plant. 

The commission’s action—a split 2-to-1 
decision—was appealed to Pulaski Cir- 
cuit Court on September 12th by the util- 
ities and an electrical workers’ union 
fighting the proposed northwest Arkansas 
project. 

Amsler’s order put a halt to reported 
contract negotiations for construction of 
the proposed 30,000-kilowatt plant and 
544 miles of transmission lines, expected 
to be built with a $10,500,000 REA loan. 
The plant would be operated by the 
Southwestern Power Administration 
under a 40-year lease. 


* 
Kentucky 


Utility Offers to Install REA 
Unit 

ENTUCKY UTiLiTrEs Company last 

month announced an offer to install 

an REA generating unit at the KU Ty- 

rone power plant which it said would 

save the co-ops and the taxpayers mil- 
lions of dollars. 

The utility company said the proposal 
would eliminate “any possible need for a 
separate REA plant and 1,484 miles of 
duplicating transmission lines.” The East 
Kentucky Rural Electric Co-operative 
Corporation wants to build its own gen- 


erating plant at Ford, Kentucky, and 
transmission network. 

The recent proposal was the latest 
move in a long-standing controversy be- 
tween KU and East Kentucky over the 
REA group’s plans to produce and trans- 
mit its own power. KU and the state’s 
other private electric companies have 
maintained that they give and will con- 
tinue to give better and cheaper electric 
service to the co-ops than East Kentucky 
could with its own system. Pending is a 
utility suit in Franklin Circuit Court to 
prevent construction of the REA gener- 
ating and transmission system. 


Michigan 


Bond Issue Proposed 
EMBERS of the Lansing city council 
last month authorized submission 
of a proposal at the November 6th elec- 
tion, calling for a $6,000,000 bond issue 
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to finance badly needed expansion of 
Lansing’s municipal electric power-pro- 
ducing and distribution system. 

The proposal is being submitted at the 
request of the board of water and elec- 
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tric light commissioners, after they had 
explained the near-critical situation 
which is facing the utility system. 

If approved, the board will seil $6,000,- 
000 in general obligation bonds as 
needed, to finance the expansion pro- 
ram. It was strongly emphasized that 
the bonds will be paid off from earnings 


New 


Cost Basis Rejected As 
Condemnation Standard 


Oy to earlier published reports 
(Pustic UTILITIES FORTNIGHTLY, 
issue of August 30, 1951, page 321) 
opposition has been voiced to the con- 
tention of public service commission at- 
torneys that the recent condemnation 
award of $7,320,000 for the South Bay 
Consolidated Water Company properties 
was unjustified. It was pointed out that 
the condemnation award under which 
Suffolk County Water Authority takes 
over the Long Island properties was the 
result of an adversary proceeding of 
which all interested parties had notice 
and opportunity to contest. The award 
was confirmed by the county court on the 
basis of engineering studies and ap- 
praisals. 

It was subsequently confirmed by 
the U. S. District Court in which the 


of the electric system without any cost 
to the taxpayer. 

It was pointed out that the expansion 
is necessary to make certain the supply 
of electricity for defense work which will 
mean jobs for most Lansing people, and 
to assure a continuous supply of electric- 
ity for homes and stores. 


* 
York 


reorganization of South Bay was pend- 
ing—with the Securities and Exchange 
Commission consenting. Commission 
counsel had contended that the de- 
preciated original cost of more than 
$3,500,000, as carried on the books under 
commission requirements for rate mak- 
ing and financing purposes, should have 
been considered as a measure of value. 
Counsel for the company, however, con- 
tend that valuation of utility properties 
for purposes of sale, condemnation, tax- 
ation, etc., is not bound by the original 
cost standards required by the commis- 
sion for rate making and financing. 
The Suffolk County Water Authority 
was authorized by law to purchase or 
otherwise acquire and operate a water 
supply system. Unable to negotiate a sale, 
the authority instituted condemnation 
proceedings against the company last 
March with the approval of U. S. Judge 
Leibell of the Federal district court. 


Washington 


Sale of Bus Line Proposed 


ARRELL S. PEcK, manager of Spo- 

kane City Lines, recently proposed 

that Spokane take over ownership of the 

bus company, but city commissioners said 

they had not been approached by the 
company. 

“The bus company simply isn’t mak- 
ing enough money to stay in business,” 
Peck said. “If it asks for additional rate 
increases, it may lose customers and more 
money.” 

Peck said public ownership with pri- 
vate operation is a steadily increasing 


521 


trend. He broached his plan at a luncheon 
of the Spokane chamber of commerce’s 
industrial development bureau. 


Municipal ownership would free the 
bus system from state and Federal taxes 
and would remove the company from 
regulation by the state public service com- 
mission. he said. 

The bus system could be sold to the 
city for “something over $1,000,000,” he 
said, Twenty-year revenue bonds would 
pay the acquisition cost and the bonds 
would be retired from bus company rev- 
enue through savings in taxes. 
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Accounting Prescribed for Amortization under DPA Certificate 


Se Michigan commission, on appli- 
cation of the Detroit Edison Com- 
pany for instructions with respect to ac- 
counting for the Federal income tax re- 
sults of allowances for emergency defense 
facilities, prescribed accounting entries. 
The company was ordered to set up spe- 
cial accounts to handle “Deferred Fed- 
eral Income Taxes.” 

After completion of amortization under 
the necessity certificate, these special ac- 
counts will reflect amounts equal to the 
increase in Federal income taxes payable 
resulting from the fact that normal de- 
preciation cannot be deducted because of 
previous amortization of the property. 

The primary effect of the special rapid 
amortization of costs of defense facilities, 
said the commission, is to reduce the 
amount of Federal income taxes payable 


during that amortization period and to 
increase the amount of Federal income 
taxes payable thereafter during any re- 
maining lives of the properties so amor- 
tized. Current tax reductions resulting 
from special amortization are subject to 
liability for the larger future taxes also 
resulting from such early amortization 
and are not available for addition to sur- 
plus. The Defense Production Adminis- 
tration issues these certificates. 

The actual effect, said the commission, 
is not to create a windfall but simply to 
defer Federal income taxes, since the 
aggregate income tax payments are the 
same, if the tax rate remains constant, 
whether the deduction is taken in sixty 
months or spread over a longer period. 
Re Detroit Edison Co. D-1282-A, Au- 
gust 8, 1951. 
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Contract between Power Companies Found to Violate 
Antitrust Laws 


CONTRACT between three companies 
A engaged in the generation of elec- 
tricity for wholesale violated the Sherman 
Antitrust Act and the common and 
statute law of Pennsylvania, according to 
a ruling of the United States District 
Court. Two of the companies were po- 
tential competitors, and the third com- 
pany was a latent competitor. The con- 
tract invested the first two companies 
with absolute power to restrict each other 
in the use and enjoyment by the other of 
its rightful entitlement to the production 
of the third company. It also restricted 
the third company in its freedom of con- 
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tract and action generally in supplying 
electricity to outsiders. 

The contract provided that additional 
machinery or equipment might be in- 
stalled by one of the companies at the 
request of either of the other two com- 
panies at the expense of and for the use 
of the requesting party, but only with 
the consent of the other. Furthermore, 
no current from additions to the third 
company’s plant might be supplied to 
anyone other than the first two without 
the consent of both of them. As an over- 
all restraint, the contract prohibited the 
third company from entering into any 
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other agreements with either receiving 
company without the approval of the 
other company. 

The court deemed these stipulations to 
be strangulations. It said that they choke 
each of the recipients in its full exercise 
of its ownership in the power purchased 
by forbidding the sale of power from ad- 
ditions to outsiders. Plant additions by 
one company were effectually banned un- 
less approved by both of the other two 
companies, including additions for the 
benefit, and at the cost, of only one of the 
. contracting parties. 

The court observed that since one of 
the companies could not contract in any 
manner as to the generation and supply 
of energy with either of the other two 
companies without the consent of the 
other, none of the companies could estab- 
lish any other outlets than those original- 
ly fixed at the plant to draw off its pur- 
chase of power without the assent of the 
other. Neither company could by its sole 
direction release any part of its contract 
share to allow any portion to be sold and 
diverted elsewhere. 

The agreement was also deemed in- 
valid in that it caused one of the com- 
panies to contravene the statutes pro- 
scribing the surrender to another, with- 
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out the approval of the commission, of 
any of its powers, franchises, or privi- 
leges. The aim of the contract was to 
place the internal control of one of the 
companies in the hands of the other two 
companies. The board of directors of the 
controlled company was deposed from its 
place of guidance and responsibility. In 
fact, the court said, the contract destroyed 
the corporate virility of the company and 
subjugated it as a mandate of the other 
two companies, depriving the company 
of the discretion and initiative necessary 
to abide by its public obligations. This 
situation was deemed intolerable under 
the common law and the statutes of 
Pennsylvania. 

The court observed that the pattern 
for its decision had been prescribed by 
the United States Court of Appeals in 
Pennsylvania Water & Power Co. v. 
Consolidated Gas, E. L. & Power Co. of 
Baltimore (1950) 184 F2d 552, 86 PUR 
NS 33. In that case the court had re- 
versed and remanded an order of the 
United States District Court upholding 
the validity of a similar contract between 
two of the companies involved in the 
present case. Pennsylvania Water & 
Power Co. et al. v. Consolidated Gas, E. 
L. & Power Co. et al. 97 F Supp 952. 


Rules Suspension to Permit Use of Answering Devices Denied 


Te Indiana commission denied the 
request of an organization promot- 
ing the sale of telephone-answering de- 
vices known as telemagnets that the 
rules of a telephone company prohibiting 
the use of privately owned devices on its 
lines be suspended. 

In an earlier proceeding the commis- 
sion, at the request of one of its engi- 
neers, had ordered that twelve of these 
telemagnets be installed for test purposes 
on subscribers’ lines. The tests indicat- 
ed that the devices would “manipulate 
the telephone instrument” and that if the 
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device were not working properly, tele- 
phone service might be impaired. 
grant of the request to suspend the com- 
pany’s rules would, in effect, divide the 
responsibility for service between the 
utility and the owners of the devices, who 
would not be under commission juris- 
diction. 

The commission, however, expressed 
the opinion that the telephone industry 
had been negligent in not developing and 
offering to the public a satisfactory 
answering device. Re Mohawk Sales, 
Inc. No. 22203, August 2, 1951. 


Co-operative May Sell Electricity to Federal Agency 


Bf - Arkansas commision authorized 
the construction and operation of 
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electric generating and transmission 
facilities by a co-operative corporation 
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whose board of directors consisted of 
representatives of three distribution co- 
operatives. The latter had agreed to pur- 
chase their power requirements from the 
generating co-operative. Southwestern 
Power Administration, an agency of the 
United States Department of the Interior, 
had agreed to purchase the entire output 
of the power plant under a sale and ex- 
change agreement. It would, in turn, sell 
back to the generating corporation the 
power requirements necessary to supply 
the distribution co-operatives, 

Private electric utilities objected on 
the ground that the agreement between 
the Federal agency and the generating 
co-operative was invalid. They claimed 
that it was not the intent of the Arkan- 
sas legislature to permit this type of con- 
tract in adopting enabling legislation 
relating to co-operative corporations. 
The commission concluded, however, that 
the legislature did not intend to limit the 
method to be employed in accomplishing 
the basic objective of bringing electric 
service to the farms. 

The claim that the agreement violated 
the Federal Flood Control Act was also 
rejected. The commission disagreed with 
the contention that it had authority to 
determine whether the agreement vio- 
lated that act. Aside from this question, 
however, the commission believed that 
the contract was compatible with the stat- 
ute. In passing upon the question of con- 
venience and necessity for the proposed 
facilities, the commission weighed the 
benefits to accrue in relation to the harm 
that would result. It considered the bene- 
fits to present and prospective users of 
electric service, as well as the effect of 
the granting of a certificate upon existing 
electric utilities. The result upon the peo- 
ple at large was also considered. 


The commission, having found a need 
for the facilities, concluded that it could 
not deny the farmers the privilege of 
building their own facilities to serve 
themselves, and by such denial be re- 
quired to take power from private elec- 
tric utilities. However, regarding the pri- 
vate utilities, the commission said: 


These companies, however, are 
validly operating within the state of 
Arkansas, and this commission feels 
that every dollar of investment they 
have in this state should be zealously 
guarded and protected by this sov- 
ereign from dissipation or waste, and 
if we should find from this record that 
the building of the generating plant and 
transmission facilities would injure any 
of the intervening power companies to 
a greater degree than it helps Arkansas 
Electric and other beneficiaries of the 
petition, then the certificate should be 
denied. 


Commission Chairman Scott Wood 
dissented on the ground that the agree- 
ment with the Federal agency was ultra 
vires, contrary to the will of both the 
Arkansas legislature and Congress. Fur- 
thermore, he concluded that public con- 
venience and necessity did not require 
the proposed facilities. He believed that 
the service furnished by the existing elec- 
tric companies to the three distribution 
co-operatives was adequate and efficient 
at lower rates than would be applied by 
the Federal agency. Present rates are 
lower than REA co-operatives enjoy in 
other parts of the nation. He pointed out 
that the co-operatives did not attack the 
present service or the ability of the elec- 
tric utilties to supply adequate service. 
Re Arkansas Electric Co-op. Corp. 
Docket No. U-511, August 10, 1951. 


7 
Labor Union Not a Proper Party in Rate Proceeding 


A LABOR union complaining against 
proposed water rates and not itself 


a customer of the company, but purport- 
ing to act in behalf of its consumer mem- 
bers, does not have sufficient interest in 
the subject matter to be a proper party 
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to the proceeding, said the Pennsylvania 
commission. But the company’s conten- 
tion that various parties named indi- 
vidually in the complaint, with one ex- 
ception, were not consumers on the 
company records could not be accepted 
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as true, it was held, since the commis- 
sion’s only concern is the sufficiency of 
the averments contained in the com- 
plaint. 

The company further contended that 
the allegation in the complaint that the 
proposed rates were unwarranted, un- 
reasonable, unjust, and discriminatory 
was a mere conclusion and factually un- 
supported and that such a complaint was 
insufficient. In the case of a formal com- 
plaint, said the commission, there should 


be set forth with reasonable particularity 
the alleged violation of the utility law, 
but when the purpose of the proceeding 
is to determine only the reasonableness 
of rates a different standard applies than 
in the use of complaints generally, and 
such a complaint is sufficient if it ac- 
quaints the utility with the general na- 
ture of the proceeding. International As- 
sociation of Machinists v. Honesdale 
Consol. Water Co. Complaint Docket 
No. 15162, July 16, 1951. 


e 


Opportunity Given to Render Adequate Service 


AS existing public utility, upon a find- 
ing that its service is inadequate, 
is entitled to a reasonable opportunity to 
make its service adequate, said the Wis- 
consin commission ; and if it fails to fur- 
nish such service, a finding may be made 
that the extension of service by another 
utility company into the affected area is 
required by the public convenience and 
necessity. 

The commission granted a telephone 
company sixty days within which to ren- 
der service to certain petitioners. Juris- 
diction was retained so that if the com- 
pany failed to render such service, 


another company could be authorized to 
serve the territory. 

The commission dismissed a claim by 
the petitioners that the owner of a near- 
by resort, who had a telephone line con- 
nected to a local exchange, might pos- 
sibly be a public utility. The sole purpose 
of having the facilities installed was to 
make telephone service available at his 
resort, at no time had the owner held 
himself out to serve others, and he had 
no obligation to serve other parties by 
means of his line. Federman et al. v. 
Mecan Teleph. Co. et al. 2-U-3413, July 
20, 1951. 


e 


Amortization of Acquisition Adjustment As Operating Expense 


TELEPHONE company’s application 
for commission approval of new 
rates which it had made effective under 
bond was denied by the Kentucky com- 
mission. The commission directed the 
company to refund the excess collected. 
The company, in presenting evidence 
to establish a rate base, offered proof of 
what it termed “current cost.” The com- 
mission observed that this bore some 
relationship to the oft-used term “re- 
production cost new” and included an 
appraisal of the present cost of the plant 
and an estimate of the per cent condi- 
tion. Such an appraisal, the commission 
continued, is highly speculative and will 
not be accepted as the sole method to be 
considered in arriving at a rate base. 
No working capital allowance was 
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made inasmuch as the company received 
at least part of its revenues in advance 
of rendering service and collected large 
sums from its subscribers for taxes pay- 
able to Federal and state governments at 
a later time. 

The amount by which the company’s 
plant acquisition adjustment was being 
amortized on an annual basis was con- 
sidered a proper operating expense since 
plant acquisition adjustments were in- 
cluded in the company’s net investment 
rate base. 

A proper rate of return was found to 
be 6 per cent. Rates proposed by the com- 
pany would have provided a higher re- 
turn, The commission prescribed a rate 
in between that formerly charged and 
that made effective under bond. These 
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rates placed the principal burden of the 
increase on the one exchange of the com- 
pany which had been converted at con- 


siderable expense to dial operation. Re 
Kentucky Teleph. Corp. Case No. 2169, 
July 31, 1951. 


e 


Company Agent Not Guilty of Trespass in Entering 
Premises to Remove Telephone 


FEDERAL district court decided in 

favor of a telephone company in a 
suit by a subscriber for willful trespass 
based upon the entry of a company em- 
ployee into his apartment to remove an 
instrument. Admittedly, bills for service 
had been unpaid for some time, the sub- 
scriber had been notified of service sus- 
pension and the company’s intent to re- 
move the equipment, and the subscriber 
had not communicated with the company 
and offered to pay. 

Rules and regulations on file with the 
South Carolina commission provided 
that equipment on a customer’s premises 
would remain the property of the tele- 
phone company and that company em- 
ployees and agents might enter the prem- 
ises at any reasonable hour to remove an 
instrument upon termination of cancella- 
tion of service. The rules also provided 
for discontinuance for nonpayment. 

The right of the company to enter the 
subscriber’s premises and remove its 
property, said the court, is a license 
coupled with an interest which cannot be 
revoked by the subscriber. Reference was 
made to the analogous situation where a 


= 


mortgagee under a chattel mortgage is 
given the right to seize mortgaged prop- 
erty. 

The company employee had obtained 
entry, when the subscriber was not at 
home, through the assistance of an em- 
ployee of a housing development in 
which the apartment was located. The 
court decided : 


When the service had been sus- 
pended for the failure of the telephone 
subscriber to pay for past service, I am 
of the opinion that the telephone com- 
pany had the right, under the aforesaid 
rules and regulations, to enter upon 
the subscriber’s premises and remove 
the telephone instrument and other 
equipment so long as the removal was 
openly accomplished and without force 
or violence, or any threat thereof, and 
when the circumstances were such as 
to create no apprehension of any vio- 
lence on the part of the subscriber, or 
other person from whom the posses- 
sion is being taken. 


Plate v. Southern Bell Teleph. & Teleg. 
Co.—F Supp—, July 12, 1951. 


Telephone Service to Race News Service Violates 
Antibookie Act 


a supreme court of Florida re- 
versed a ruling of the Florida com- 
mission and held that a telephone com- 
pany violated the state “Antibookie 
Law” when it furnished telephone serv- 
ice to a shack near a race track, enabling 
employees of a race-track wire serv- 
ice to telephone gambling information 
through exchange or toll boards of the 
telephone company. The wire service was 
principally engaged in furnishing book- 
makers with racing information. The 
statute made it unlawful for public utili- 
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ties to furnish private wire service for 
the dissemination of information for gam- 
bling purposes. 

It was found that two men were using 
a lookout turret in the shack opposite the 
race track to obtain racing information 
from a “tote board” inside the race track. 
This information was transmitted by 
long-distance calls connected through the 
regular telephone exchange. The men ad- 
mitted that they were employed by a 
race-track wire service serving book- 
makers. 
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The case had come before the commis- 
sion on complaint of the state attorney 
general. The commission had dismissed 
the complaint against the telephone com- 
pany on the ground that the telephone 
facilities in question were not “private 
wires” within the purview of the statute. 
Regular exchange and toll circuits differ 
from private wires in that the latter type 
facilities involve direct wires between 
two or more designated locations or par- 
ties. The communication between them 
is not dependent on the assistance of 
some intervening agency or operator 
such as the exchange operator or toll 
operator. 

Private wires do not afford communi- 
cation between the subscriber and all 
other subscribers of an exchange, nor do 
they afford regular toll service between 
the subscriber and all others who are 
available for long-distance or toll mes- 
sages. 

The court ruled that it must give all 
of the provisions of the statute a liberal 
construction for the accomplishment of 
its purpose, which was to prevent the use 
of private wire service in the dissemina- 
tion of information for gambling pur- 
poses. The construction placed on the act 
by the commission was held to contra- 


vene the expressed intention of the legis- 
lature. The court said that the evil to 
which the several provisions of the act 
was directed was to prevent and make 
unlawful the use of the wires of the public 
utilities of Florida in the dissemination 
of gambling information, whether or not 
the wires complained of were private 
wires, leased lines, special contract 
leased wires, or a private system. 

Furthermore, the court pointed out, the 
act specifically referred to private wire 
service and other similar service for the 
dissemination of gambling information. 
The statutory definition of private wire 
service excluded the usual and customary 
telephone service. The court held that the 
service used by the subscriber was not 
the usual and customary type of tele- 
phone service. 

The contention that the commission 
was without jurisdiction to hear the at- 
torney general’s complaint against the 
telephone company was rejected. The 
court held that the statute specifically 
provided that for the purpose of enforc- 
ing the provisions of this act, the commis- 
sion should have all the powers granted 
to it under the laws of the state of Florida. 
— v. Peninsular Teleph. Co. 53 S2d 
647. 


2 


Other Important Rulings 


Sb Virginia Supreme Court of Ap- 
peals upheld a commission rule re- 
quiring persons requesting the extension 
of water service to deposit the difference 
between the cost of construction and 44 
times the estimated annual revenue, with 
a provision for refunds as additional bona 
fide customers are secured, because of the 
fact that isolated property owners could 
demand the laying of pipes with no guar- 
anty that prospective users would be 
available, which would seriously impair 
the company’s finances. Commonwealth 
ex rel. Green et al. v. Alexandria Water 
Co. 65 SE2d 521. 


The Wisconsin commission held that 
a municipal water plant may not extend 
service to an area formerly located in a 


neighboring town and being served by 
that town as a municipal water plant, not- 
withstanding the annexation of that area 
by the city, unless it obtains commission 
authority to do so. Lake v. Milwaukee. 
2-U-3436, July 24, 1951. 


The United States District Court, in 
affirming an order of the Interstate Com- 
merce Commission authorizing a motor 
carrier to enlarge its service, observed 
that its function was not to weigh the 
evidence or to indicate what its view of 
the evidence would be or what its de- 
cision would be as to the desirability of 
the increased service, but to see that the 
requirements of the law were observed 
in the proceedings before the commission 
and that its conclusion as to the service 
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need had a rational basis in the facts 
found, Capital Transit Co. v. United 
States et al. 97 F Supp 614. 


The United States Court of Appeals 
held that an injunction forbidding a mo- 
tor carrier to transport goods over spe- 
cified routes in violation of its certificate 
may not be the basis for a contempt pro- 
ceeding for transporting goods other than 
household goods in violation of its certifi- 
cate where the injunction does not sug- 
gest that there is any commodity viola- 
tion, the carrier is authorized to transport 
household goods between the points in- 
volved, and an injunction with broad gen- 
eral terms must be limited to the par- 
ticular type of violation which brought 
it into being. House (Russell C.) Trans- 
fer & Storage Co., Inc. v. United States, 
189 F2d 349. 


The New Jersey Board of Public Util- 
ity Commissioners, in approving the 
establishment of three railroad crossings, 


ordered the municipality requesting the 
establishment of the crossings to pay the 
cost of their construction and continued 
maintenance, the cost of installation and 
maintenance of cross-buck warning signs, 
and the cost of watchman protection serv- 
ice at each of the crossings. Re Jersey 
City, Docket No. 5610, August 1, 1951. 


The Indiana commission, in determin- 
ing whether it should authorize the sub- 
stitution of a prepaid for an agency sta- 
tion, said that it would not consider the 
entire system freight expense allocable 
to the agency in question, but would con- 
sider the direct expenses and revenues 
of that station, the condition of roads 
and telephone service to the proposed 
near-by governing station, the number of 
carload shippers, the increase or decrease 
of business at this station over the past 
three years, and whether public conven- 
ience and necessity existed for the further 
operation of the agency. Re Baltimore & 
O. R. Co. No. 22774, August 9, 1951. 
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CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Associated Telephone Company, 
Limited 


Decision No. 45889, Application No. 31712 
June 29, 1951 


PPLICATION by telephone company for authority to increase 
l \ rates; higher rates authorized. 


Return, § 111 — Telephones — Reasonableness. 
1. Rates which would produce a return of 6.1 per cent on a telephone com- 
pany’s investment in plant and equipment were considered justified and as 
yielding a return which was fair and reasonable, p. 8. 


Rates, § 146 — Increased taxes and wages. 
2. Tax and wage increases imposed or permitted with the approval of the 
Federal government must be reflected in a rate increase awarded a telephone 
company if the company is to continue to receive a fair rate of return, p. 10. 

Rates, § 539 — Telephones — Message or flat rate — Hotels. 
3. A telephone company’s proposal to change hotel and apartment house 
private branch exchange service from a flat to a message-rate basis was 
approved, since it would more equitably assess the cost of providing service 
to the small and large user, p. 12. 

Rates, § 539 — Message rate — Extended business telephone service — Private 

branch exchange. 

4. The extended business and private branch exchange trunk service of a 
telephone company should be furnished on a message-rate basis, p. 13. 


Return, § 81 — Telephones — Equalization between exchanges. 
5. Although it is not essential to equalize return in each and every telephone 
exchange, the return should be equalized as between extended area exchanges 
as a group and the outside exchanges as a group, p. 15. 

Service, § 454 — Four-party business telephone — Extended area. 
6. The proposal of a telephone company which was in the process of estab- 
lishing extended area service, to provide 4-party business extended service 
only to those subscribers having 4-party local service at the time of the 
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conversion of an exchange to full extended service and thereafter onl 
until facilities should be available for a higher grade of business service, wa; 
considered reasonable in that it would tend to provide a more satisfactory 


service, p. 13. 


Construction and equipment, § 1 — Curtailment — Anti-inflation measure. 
Statement that a program of curtailing construction of new telephone plant 
as an anti-inflation measure would not meet with public approval in a state 
which is experiencing rapid growth and expansion, p. 4. 


By the Commission: Associated 
Telephone Company, Ltd., a Califor- 
nia corporation, applicant in this pro- 
ceeding, by the above-entitled applica- 
tion, filed August 30, 1950, asked 
authority to increase its telephone rates 
and charges by an annual amount of 
$3,241,200. On February 1, 1951, ap- 
plicant filed its first amended applica- 
tion requesting that this amount be in- 
creased to $5,757,600 by reason of 
changed conditions. The original ap- 
plication was based upon conditions as 


they existed prior to June 25, 1950, 
the date of the incidence of the Korean 


war, which did not reflect increased 
Federal tax rates, increased toll reve- 
nues, government restrictions on use 
of copper, and increases in the rate of 
turnover among applicant’s employees. 
At the public hearing on April 5, 1951, 
applicant introduced in evidence Ex- 
hibit No. 46, which lowered the re- 
quested increase to $5,545,000 after 
giving effect to an increase in toll reve- 
nue estimate of $63,200 and an in- 
crease of $192,700 in miscellaneous 
revenue, due to a revision in the direc- 
tory advertising revenue estimate. 
Ten days of public hearings were 
held upon the first amended application 
before Commissioner Huls and exam- 
iner Edwards during February, 
March, April, and May, 1951. All 
hearings were held in Los Angeles, ex- 
cept for one day, March 2, 1951, when 
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the hearing was held in Santa Barbara. 
Representatives from 22 cities partici- 
pated in the hearings, as well as repre- 
sentatives from the California Farm 
Bureau Federation, Ventura County 
Farm Bureau, the counties of Santa 
Barbara and Ventura, certain clubs, 
chambers of commerce, and the staff of 
this Commission. The proceeding 
was taken under submission after oral 
argument on May 9, 1951. 

This rate increase proceeding is not 
the first for this company since the be- 
ginning of the postwar inflation in 
wages and prices. On October 18, 
1949, by Decision No. 43423 in Ap- 
plication No. 30339, 82 PUR NS 23, 
the Commission granted this utility an 
interim increase in the amount of $1, 
100,000 per annum. On May 2, 1950, 
by Decision No. 44135 under the same 
application number, 84 PUR NS 108, 
an additional increase of $2,200,000 in 
gross revenue was granted. It was es- 
timated that the utility would earn 
5.9 per cent on a rate base of $70,035,- 
000 for a full year at the 1950 level of 
business. Applicant claims that in 
1950 it earned only 4.45 per cent and 
did not realize the return the Commis- 
sion had estimated for the full year be- 
cause the new rates were effective for 
only seven months of 1950 and be- 
cause of an intervening wage increase 
of $195,600 annually. The comparable 
rate of return computed by the Com- 
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RE ASSOCIATED TELEPH. CO. 


mission’s staff for the actual year 1950 
was 4.97 per cent. Applicant now 
claims that its rate of return is again 
declining and that for the full year of 
1951 it will fall to approximately 3.16 
per cent. 

The Associated Telephone Com- 
pany, Ltd., is engaged in the business 
of furnishing public utility telephone 
service to approximately 423,000 tele- 
phone stations in 34 exchanges located 
in the counties of Los Angeles, Or- 
ange, San Bernardino, Santa Barbara, 
Ventura, Tulare, Kern, and Fresno. 
All but three of the company’s ex- 
changes have been converted to dial 
operation. The area in which appli- 
cant renders telephone service has wit- 
nessed a phenomenal postwar growth 
in population. The number of stations 
served by this utility has grown from 
215,939 as of December 31, 1946, to 
422.834 as of December 31, 1950. Ac- 
companying this sharp increase in the 
number of stations has been an even 
sharper increase in the amount of 
plant in service from $33,093,340 to 
$90,307,805. The demand for new 
service continues unabated as indicated 
by the fact that as of January 20, 1951, 
applicant’s held orders were 21,971 in 
number. New home construction in 
its service area has continued to grow 
despite defense restrictions on certain 
types of new buildings. 


Company’s Position 

3ecause of the fact that it has been 
necessary for applicant rapidly to in- 
crease its plant at high unit costs for 
labor and material compared to prewar 
prices, applicant claims it will not be 
possible to earn a sufficient rate of re- 
turn at present rate levels to enable it 
to sell securities at adequate prices for 
Further- 


more, it claims operating expenses have 
increased out of proportion to revenue 
as a result of both increased unit labor 
and unit material costs, as well as from 
an increase in the Federal income tax 
rate from 38 per cent to 47 per cent. 
Applicant’s Exhibit I, page 2, at- 
tached to the amended application, 
shows that average plant investment 
per station has risen from $156.33 in 
1946 to $198.35 in 1950. For 1951, 
applicant contemplates expenditures 
for gross construction in the amount 
of $25,914,100, which will bring the 
average investment in 1951 to an ap- 
proximate figure of $228 per station. 
Average total operating expenses, in- 
cluding depreciation and taxes, per sta- 
tion have risen from $44.26 in 1946 
to $45.83 in 1950, and to an estimated 
total of $48.82 in 1951. The average 


total operating revenues per station 


have increased from $51.39 in 1946 to 
$53.25 in 1950, and for 1951 are esti- 
mated at $55.11 at present rate levels. 


Applicant requests that its telephone 
service rates be raised to a point that 
will result in a rate of return of 6.5 per 
cent on its rate base at the 1951 level 
of business. Its proposed increase of 
$5,545,000, largely proposed to be 
assigned to the local service classifica- 
tion, represents a rate increase of 31.3 
per cent on the average, being equiva- 
lent to an approximate increase of $13 
per year per average station. The 
amount of increase in rates, as pro- 
posed by applicant, is not uniform for 
classes and grades of service by ex- 
changes. Applicant suggests that the 
exchanges be classified into five groups 
for local service and two groups for 
extended service based on stations ac- 
cessible to subscribers in an exchange, 
as shown on the following table: 
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APPLICANT’S PROPOSED BASIC RATES 
Residence Service 


Business Service 


Accessible Indiv. 2-Party 4-Party Indiv. 2-Party 4-Party 
Group Stations Line Line Line Line Line Line 
Local Service 
1 0- 500 $6.75 $4.25 $4.00 $6.00 $4.00 $3.75 
2 501- 4,000 7.00 4.50 4.25 6.00 4.25 3.75 
3 . 4,001- 10,000 7.25 4.75 4.50 6.00 4.50 3.75 
oe 10,001- 25,000 7.50 5.00 4.75 6.00 4.75 3.75 
De msacdis 25,001- 50,000 7.75 5.50 —_ 6.00 5.00 3.75 
Extended Service 

| ere 0-150,000 8.50 6.25 6.00 6.50 5.35 4.00 
are Over 150,000 10.50 7.50 7.25 6.50 5.35 4.00 


Applicant’s proposed rates are fully 
set forth in Exhibit E of the application 
and, in addition to the above schedules, 
contain proposals on 10-party line, sub- 
urban, and message unit services. 


Subscriber Representation 

Subscriber representatives were 
present at each of the hearings and sev- 
eral presented testimony relative to 
various phases of the case presented by 
the applicant. Testimony or state- 
ments were presented by the follow- 
ing prominent public officials: State 
Senator Cunningham of San Ber- 
nardino county, supervisor Marion A. 
Smith of Santa Barbara county, May- 
or Fletcher Bowron of the city of 
Los Angeles, and Mayor Norris Mont- 
gomery of the city of Santa Barbara. 
Some of the more important points 
stressed by certain of these officials 
were: The expense of operating low 
return producing exchanges, such as 
the Oxnard exchange, should not be a 
burden on the old established exchang- 
es in the Los Angeles extended area; 
the company should not be permitted 
to install high-cost buildings during 
the present period of high labor and 
material prices; steps should be tak- 
en by the company to stop the general 
nation-wide inflation in prices and 
wages; applicant’s proposed rates 
would result in removal of telephones ; 
90 PUR NS 


telephone service and rates should be 
comparable with those applicable to 
other similar areas in the state. 

The applicant’s position relative to 
these matters was: The return in ex- 
changes fluctuates annually and it can- 
not be said fairly that any one ex- 
change is carrying the others, and 
particularly in Oxnard where its pro- 
posed rates will justify the capital in- 
volved; buildings are not built for 
show or to have excess spare room but 
rather, adequately to house the neces- 
sary telephone equipment; the dial 
switching equipment is tremendously 
more expensive than the buildings and 
undue risks would be taken where fire 
hazard is high and humidity, which 
might adversely affect service, cannot 
be controlled. 

The utility is the victim of inflation 
as is the public and business generally. 
Applicant’s prices must be kept cur- 
rent if it is to furnish the type of serv- 
ice the public is demanding. The only 
contribution that the company stated 
it could make to halt the inflation spiral 
would be to stop construction of all 
telephone plant and not provide new 
service to people demanding it. 

We are of the opinion that such a 
program of curtailing construction of 
new telephone plant, as an anti-infla- 
tion measure, would not meet with 
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public approval in a state that is ex- 
panding and growing as rapidly as is 
the state of California. 

In addition to the testimony of the 
public officials, testimony was present- 
ed by representatives of other organi- 
zations and cities. The Commission 
also received a number of letters pro- 
testing the proposed increase in rates. 
These letters were summarized and 
classified as to their contents under 


‘several general headings by a Commis- 


sion staff engineer and presented as 
part of a service investigating report, 
Exhibit No. 57. So many subjects 
were covered by such letters and by 
subscriber representatives that it is 
not practicable to list herein the 
detailed consideration given to each 
subject other than in a general way. 
The representative of the California 


Farm Bureau Federation _ testified 
that service in the rural area has 
been improving rapidly and_ that 


the farmer is willing to pay the 
rates which the Commission finds are 
proper. However, he did point out 
that the rate for business suburban 
service is too low compared to resi- 
dence service based on the relative 
usage. Suburban business places are 
generally located along a highway 
where the public uses the telephones 
day and night. Such suburban lines 
normally are planned to serve ten sta- 
tions and the residents who are on the 
line with a business station can seldom 
use the telephone because the line is 
in use. 

After a review of the letters re- 
ceived by the Commission, the utility 
was requested to investigate and fol- 
low up any complaints regarding serv- 
ice, where the subscribers had given 
sufficient specific facts to indicate the 


source of the trouble. The company 
observed generally that most of the 
letters indicated dissatisfaction be- 
cause of overloaded central office 
equipment. This condition in large 
part now has been corrected. Another 
common source of complaint is the pro- 
vision of party-line service to persons 
who have requested individual-line 
service. Solution of this problem de- 
pends upon the utility’s ability to raise 
capital and install additional new plant. 
Certain subscribers had individual 
difficulties which the utility was re- 
quested to correct. Other letters ad- 
vanced carefully prepared suggestions 
which the Commission will attempt to 
carry out in so far as is practicable. 
The testimony of several subscriber 
representatives contained suggestions 
relative to the improvement of service 
conditions. Such testimony will be 
weighed with all the evidence present- 
ed in this case, and in so far as con- 
sistent with the economics governing 
the rendition of telephone service, such 
suggestions will be adopted. 


Evidence on Earnings 

Both the applicant and the Commis- 
sion’s staff presented estimates of the 
earnings of the Associated Telephone 
Company for the year 1951. Both es- 
timates, which are summarized in the 
succeeding table, show what would re- 
sult if the present rates were to be ef- 
fective for the full year, and what 
would result if the proposed rates were 
effective for the part of the year as in- 
dicated. [See table on page 6. ] 

In addition to the above figures, each 
exhibit contained a hypothetical earn- 
ings figure for the year of 1951, as- 
suming applicant’s proposed rates in 
effect for the full year. On such basis, 
the company’s exhibit showed a return 
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ESTIMATED EARNINGS IN 1951 


Company Exhibit No. 46 


Present Rates 
Full Year 
$24,265,400 
13,074,700 
3,892,200 
4,431,300 


Item 
Operating Revenues 
Operating Expenses 
Depreciation 
Taxes 


Staff Exhibit No. 50 
Pres. Rates 
First 6 Mos. 
Pro. Rates 
Last 6 Mos. 
$27,454,000 
13,026,500 
3,850,000 
5,895,400 


Pres. Rates 
First 4 Mos. 
Pro. Rates 
Last 8 Mos. 
$27,979,800 
13,074,700 
3,892,200 
6,281,100 


Present Rates 
Full Year 
$24,642,000 
13,069,500 
3,850,000 
4,473,900 





21,398,200 

2,867,200 

86,615,564 
3.31% 


Total Expenses 
Net Revenue .. 
Rate Base (depreciated) 
Rate of Return 


of 6.50 per cent while the staff’s ex- 
hibit showed 7.36 per cent. Neither 
will be realized due to the fact that the 
rate increases herein allowed will not 
be in effect for the full year. 

The principal difference between the 
two estimates is in the amount of the 
rate base. The staff’s estimate of 
revenue for the full year at pres- 
ent rates is approximately 2 per cent 


greater than the company’s, the ex- 
penses less by .02 per cent and the 
rate base approximately 5 per cent 


smaller. On the basis of part of 
the year at present rates and part at 
proposed rates, the staff’s estimates of 
revenue and expenses are approxi- 
mately 2 per cent less than the com- 
pany’s, being accounted for by the fact 
that the company’s estimates reflected 
two additional months at proposed 
rate levels than did the staff’s. 

The company took no particular ex- 
ception to the staff’s estimates of reve- 
nues and expenses but did develop on 
cross-examination the fact that the 
salary increase of $200,000 condition- 
ally granted to salaried employees of 
the company effective May 1, 1951, 
would lower the rate of return by about 
0.1 per cent below that shown in the 
staff's exhibits. The company condi- 
tioned this salary increase on authori- 
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22,771,900 
4,682,100 
82,148,000 


5.70% 


23,248,000 

4,731,800 

86,615,564 
5.46% 


21,393,400 

3,248,600 

82,148,000 
3.95% 


zation to be obtained from the National 
Wage Stabilization Board. Another 
factor pointed out by the company that 
might also adversely affect the earn- 
ings would be a possible future in- 
crease in wages. The union, which is 
the bargaining agent for the company’s 
wage-earning employees, served the 
company with sixty days’ written no- 
tice on May 1, 1951, of its desire to 
amend the contract currently in force. 
Such possible amendment is not re- 
flected herein. For the purposes of 
this decision, the staff’s estimates of 
revenues and expenses will be adopted, 
after adjustment for the expense 
effect of the $200,000 salary in- 
crease. 

Applicant claims that its salary lev- 
els prior to increase, effective May 1, 
1951, were below the salary levels paid 
by other public utilities in southern 
California. On the other hand, it 
claims that wages are at a proper level 
since the wage earners are, and for 
several years past have been, compen- 
sated on the same general level as sim- 
ilar employees elsewhere in the tele- 
phone business in southern California. 
A company representative testified that 
in these times of rapid growth in busi- 
ness and plant and of increasing 
man-power problems, its success in 
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maintaining efficient and economical 
operations is in a larger degree than 
ever dependent upon the enthusiastic 
loyalty of salaried people. 


Depreciation 

The depreciation expense allowance 
by the staff was within one per cent of 
the company’s estimate. The reason 
for the close agreement was that the 
company used the rates based on the 
lives recommended by the staff in the 
prior rate proceedings under Applica- 
tion No. 30339, 82 PUR NS 25. The 
straight-line method of computing de- 
preciation was used and in the future 
applicant will accrue depreciation 


based on the remaining life method. 
In the final Decision No. 44135 in Ap- 
plication No. 30339, dated May 2, 
1950, 84 PUR NS 108, the Commis- 
sion suggested that the applicant take 


immediate steps to compile mortality 
statistics for the purpose of deriving 
proper depreciation lives and salvage 
factors on its telephone plant. As a 
result thereof, applicant’s president re- 
ported, on March 8, 1951, that the 
company has established a valuation 
division which is now engaged in com- 
piling mortality statistics for the ex- 
press purpose of computing charges 
for depreciation expense and deter- 
mining the adequacy of its deprecia- 
tion reserve. In future years the com- 
pany plans to spread the balance of the 
undepreciated cost of the plant less es- 
timated net salvage over the remaining 
life of the plant. Furthermore, no 
adjustment in the amount of the pres- 
ent reserve will be sought. Applicant’s 
studies are not sufficiently advanced to 
determine depreciation allowances at 
this time on a remaining life basis. 


Taxes 

Of the total taxes in the amount of 
$3,610,847 recorded in 1950, the city 
and county taxes amounted to 52.5 per 
cent. State taxes, 9.2 per cent, and 
Federal taxes, 38.3 per cent. In addi- 
tion to these taxes, the company col- 
lected and paid to the Federal govern- 
ment $5,556,233 collected from its sub- 
scribers, representing Federal excise 
taxes levied on exchange and toll serv- 
ice. Thus the total taxes payable to 
all taxing authorities amounted to 
$1.89 per average station per month 
during 1950. 

The 1951 estimates of taxes are sub- 
stantially above the $3,610,847 figure 
and would be higher still under the as- 
sumption that the proposed increased 
rates were to be effective only for part 
of the year. The reason for the marked 
increase is due to the effect of the cur- 
rent Federal income tax rate on larger 
net revenue. In 1950, on large utility 
corporations, an average Federal in- 
come tax rate of 42 per cent was effec- 
tive which for 1951 was raised to 47 
per cent. 


Rate Base 

Both the company and Commission 
staff witnesses introduced exhibits 
covering rate bases for various peri- 
ods. The differences in the rate bases 
for the estimated year 1951 are due, in 
general, to the following items: 

(a) Estimates of plant additions for 
the year are in the main spread by the 
company uniformly throughout the 
year whereas the staff used two 
months’ actual and estimated comple- 
tion dates for the balance of the year 
in the weighting given capital addi- 
tions. 

(b) The staff figures reflect interest 
on land during the construction peri- 
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od, while the company’s procedure was 
to include in the base capital the entire 
investment in property held for future 
use. The staff also computed the ef- 
fect of the inclusion of interest on land 
held for future use for a reasonable 
time during the preconstruction period, 
which resulted in a reduction of $69,- 
000 in the weighted average rate base. 
The inclusion of interest on land is 
consistent with the established practice 
of charging overhead costs to plant 
charges during the construction period. 
Prior to the structural capital expendi- 
tures, acquisition of the associated 
land is required and necessitates capi- 
tal investment which includes interest 
on the funds required prior to date of 
operation. This interest item should 
be capitalized as an asset on the books 
of the company and included in de- 
termining costs for rate-making pur- 
poses. 

(c) The allowances for noninterest- 
bearing construction work in progress 
differed materially due to differences 
in methods of approach. The appli- 
cant, in preparing its figures for the 
year 1950 “Recorded,” based the in- 
terest-bearing portion on an estimate 
of the monthly charges of interest dur- 
ing construction and deducted this 
from the total construction work in 
progress to give the noninterest-bear- 
ing portion. This was used as a base 
for their estimates for 1951. The staff 
based its estimate for the year 1951 
upon a study of the actual noninterest- 
bearing construction work in progress 
experienced in 1950. In addition, the 
company’s interest during construction 
was calculated at a 6 per cent rate as 
against a 5 per cent rate adopted by 
the staff. 


(d) The record shows the justifica- 
90 PURNS 


tion for the inclusion of approximately 
$420,000 reflecting routine project ex- 
penditures for the year 1951, which did 
not appear specifically in the staff’s es- 
timate. [See table on page 9.] 

The staff’s method of handling the 
above items, with the addition and de- 
duction noted, will be accepted for the 
purpose of this decision and an allow- 
ance will be made for routine projects. 
For the purpose of this proceeding for 
the estimated year 1951 an average 
weighted depreciated rate base of $82,- 
500,000 is adopted. 

Return 


[1] 


Applicant’s request for in- 


creased rates is predicated, among 
other things, on a requested return of 
approximately 6.5 per cent on an aver- 
age rate base for the year 1951 of $86,- 
615,564. Counsel for the city of Los 
Angeles urged a rate of return of 5.25 


per cent using a smaller rate base, 
while a witness testifying on behalf 
of a group of cities which are served 
by applicant, stated that in his opinion 
the rate should not exceed 5.5 per 
cent. 

The record contains testimony and 
exhibits setting forth applicant’s fi- 
nancial experience, its method of fi- 
nancing its properties and its earnings 
and dividends, as well as information 
including trends of interest rates, 
yields on outstanding securities of 
other utility and industrial companies, 
earnings on invested capital, and the 
trends of such earnings of certain se- 
lected utility companies, comparative 
risk data so far as the telephone indus- 
try and the electric industry are con- 
cerned, and estimated financial _re- 
quirements to service applicant’s out- 
standing and proposed issues of stock 
and bonds. A witness called on behalf 
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COMPARISON OF RATE BASES 
1951 Estimated * 


Plant 
Telephone Plant 
Noninterest-bearing CWIP 
Property Held for Future Use 
Total Weighted Average Plant 


Adjustments 


Contributions of Tel. Plant .............. : 


Intangibles 


_Recomputation of Int. at 5% on CWIP and 


Land 
Total Weighted Avg. Adjustments 
Working Capital 


OE IE go cvadiwtasaneawnn ys 


Working Cash 
Total Working Capital 
Total Weighted Average Rate Base 
Deduction for Depreciation 


Weighted Avg. Deprec. Rate Base 


Allowance for Routine Projects—Add .......... 
Effect of Interest on Lands—Deduct ......... 


Adjusted Rate Base 


Company 
Exhibit H 


$99,331,000 
100 


, , 


Staff Company 
Exhibit No. 57 over Staff 


$98,167,000 $1,164,000 
585,000 3,146,000 


70,000 (19,000) 
98,822,000 4,291,000 


51,000 
103,113,000 





(893,000) (897,000) 


(49,000) 


4,000 
49,000 


_ (19,000) 
(893,000) 


19,000 
72,000 





(965,000) 
3,304,000 
750,000 
4,054,000 
106,274,000 
19,658,000 


86,616,000 


3,278,000 
750,000 


4,028,000 
101,885,000 
19,737,000 


26,000 
0 





26,000 
4,389,000 
(79,000) 


4,468,000 





82,148,000 
420,000 
69,000 


2,499,000 


(Red Figure) 


* Figures rounded to nearest $1,000. 


of applicant testified that in his opinion 
net income of $5,992,241 would be re- 
quired to provide the coverage of in- 
terest and dividends necessary to in- 
sure additional sales of preferred stock, 
to produce earnings of $2.90 a share 
on the common stock and, generally, to 
maintain applicant’s credit. A witness 
for the city of Los Angeles estimated 
that the company would require net 
earnings of $4,985,567 in order to 
service the outstanding securities and 
those proposed to be issued, including 
in his calculation, however, an as- 
sumed dividend rate of 6.5 per cent on 
the common stock. A third witness 
presented financial statements and data 


pertaining to the cost of money and, 
using an assumed capital structure in- 
cluding debt at 55 per cent, concluded 
that a return of 5.5 per cent would en- 
able applicant to pay an 8 per cent divi- 
dend and to carry additional sums to 
surplus. 

It has been applicant’s practice, in 
financing the cost of its properties, to 
issue and sell bonds and preferred stock 
to the public and to issue and sell its 
shares of common stock, at par, to 
General Telephone Corporation. At 
present, its capital structure consists of 
54 per cent bonds, 22 per cent pre- 
ferred stock, and 24 per cent equity 
capital. Applicant is of the opinion 
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that it should reduce its debt ratio and 
it plans to issue, during 1951, $7,000,- 
000 of common stock, $7,000,000 of 
preferred stock, and $8,000,000 of 
bonds to assist it in meeting its capital 
requirements. In May, 1951, it filed 
with the Commission applications to 
issue common and preferred stock in 
the amounts indicated, leaving the pro- 
posed issue of bonds for the latter part 
of the year. These issues were author- 
ized on June 19, 1951, by Decision No. 
45846 in Applications Nos. 32412 and 
32439. Applicant’s program, if fully 
consummated, would result in ratios 
to total capital of approximately 50 
per cent for bonds, 24 per cent for 
preferred stock, and 26 per cent for 
common stock. 

[2] It is evident that applicant will 
continue to be faced with substantial 
new capital expenditures into 1952.1 


These plant additions made under to- 
day’s inflated costs of labor and ma- 
terial, require increased revenues to 


provide a fair return. Furthermore, 
the tax and wage increases, imposed or 
permitted with the approval of the 
Federal government, must be reflected 
in rate increases if the utility is to re- 
ceive a fair rate of return. 

In considering the record in this 
proceeding, it clearly appears that ap- 
plicant will have need for additional 
revenues if, under current wage and 
tax levels, it is to enjoy a fair return 
on its investment and is to proceed 
with the financing of required exten- 
sions and additions to its properties. 
We are of the opinion that recogni- 
tion should be given to the declining 
rate of return attendant upon the in- 





1 Applicant estimates it will be required to 
spend approximately $26,000,000 in 1951 to 
meet capital requirements. 
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crease in the investment in plant, and, 
after a full review of the matter we 
conclude that applicant’s operating 
revenues should be increased by the 
amount of $4,750,000 on an annual 
basis, which, under present wage and 
tax rates, in our opinion, will produce 
a return of 6.1 per cent during the next 
12-month period, based on the pro- 
jection of the average year 1951 esti- 
mated results of operation. Tested 
against applicant’s outstanding securi- 
ties and those proposed to be issued 
during 1951, it appears that such a re- 
turn should produce net operating rev- 
enues sufficient to attract the necessary 
capital and to enable applicant to pro- 
ceed with its construction program. 

In our opinion, based upon the rec- 
ord in this matter, the rates herein au- 
thorized are justified and the return 
to applicant on its investment is fair 
and reasonable. 


Authorized Rates 

In spreading the increases in rates, 
we have attempted to maintain a bal- 
ance as between districts and exchang- 
es taking into account their sizes and 
any peculiar conditions of the terri- 
tory that might affect the cost of pro- 
viding service. Rate levels and differ- 
entials as between grades of service on 
other systems serving somewhat com- 
parable areas also have been consid- 
ered. The contentions of the subscrib- 
ers and their representatives are also 
reflected in the rate levels in so far as 
consistent with the economic problems 
involved. 

One guide that has been used to 
some extent is the return by exchanges 
shown by Exhibit No. 17. This ex- 
hibit was introduced by the applicant 
at the request of the staff and sets forth 
the results of operation for the year 
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ended December 31, 1950. The appli- 
cant claimed that the information con- 
tained in Exhibit No. 17 is incompe- 
tent and immaterial to the issues in this 
proceeding. However, it is evident 
that an indication of the relative earn- 
ing positions of the exchanges by geo- 
graphical areas can be obtained from 
the exhibit, and the rates have been 
fixed in accordance with the principle 
that the charges for telephone service 
in one area will not place an undue 
burden on the balance of the com- 
pany’s customers. 

Within the Los Angeles extended 
area, the rates of return indicated by 
Exhibit No. 17 in the Long Beach and 
West Los Angeles exchanges were 
slightly above average and justify 


Extended Service—Monthly 


Four-Party Res. Service 


Present 

. $2.60 

. oe 
ye 


Exchange 


Long Beach 
Santa Monica . 
W. Los Angeles 
Downey-Torrey 
Redondo 

Covina 

Whittier 

Malibu 


The authorized business rates are 
being placed at the level proposed by 
applicant or higher, in order to main- 
tain a proper balance as between classes 
and grades of service. 

In this order, we are authorizing the 
discontinuance of local service on a 
programmed basis in all exchanges 
within the Los Angeles extended area, 
except in the Long Beach exchange. 
Such discontinuance will result in ad- 
ditional available plant capacity 
through more efficient utilization of 
applicant’s plant and equipment. Fur- 
thermore, improvement in service and 


Proposed 
$4.00 
4.00 
4.00 
4.00 


rates generally below the company’s 
proposal. In the Santa Monica ex- 
change and the remainder of the ex- 
tended area exchanges, the returns 
were below average but not sufficient 
in our opinion to warrant rate differ- 
entials after reflecting increases in the 
other items that make up cost of serv- 
ice. Under the circumstances, the rea- 
sonable solution at this time is to pro- 
vide a uniform schedule of rates for 
extended service. 

A comparison of the present rates 
for the two basic grades of extended 
service, namely: 4-party residence 
service and one-party business service, 
with the rates proposed by applicant 
and those authorized in the order here- 
in, follows: 


Flat Rate—Handset Station 


One-Party Bus. Service 

Auth. 

$10.50 
10.50 
10.50 
10.50 
10.50 
10.50 
10.50 
10.50 


Auth. Proposed 


$10.50 
10.50 
10.50 
10.50 
8.50 
8.50 
8.50 
8.50 


Present 


$9.25 

9.25 

9.25 
. 9.25 
; 3. 7.50 
: . 7.50 
7.50 
7.50 


a substantial simplification in tariff 
schedules will result. 

The provision of extended service 
to all subscribers in the Los Angeles 
extended area exchanges, except Long 
Beach, while resulting in some redis- 
tribution of charges, will offset in 
varying amounts, depending on usage, 
the increased exchange rates for local 
customers through the elimination and 
reduction in toll charges. The effect 
on subscribers’ charges resulting from 
the provision of extended service to 
present local customers is estimated 
as a net reduction of $434,000 on an 
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annual basis as compared to the total 
charges if local service were to be con- 
tinued on the present basis. 

Counsel for the city of Long Beach 
took exception to the proposal of the 
company to make extended service ef- 
fective for all subscribers in Long 
Beach. His position was that in Long 
Beach only some 35 per cent of the 
stations are now on an extended service 
basis, that Long Beach is a large self- 
contained city with only 3.9 per cent of 
its calls being toll calls, that despite 
the large number of stations available 
the calling rate per station is not as 
high as in the smaller communities 
where only a few thousand stations are 
available, and that the geographical 
and economic conditions do not cause 
any great demand on the part of the 
citizens of Long Beach for extended 
service. 


We agree with counsel’s position on 


this subject to the extent that the pro- 
posed discontinuance of existing local 
service in the Long Beach exchange 
will not be authorized at this time. 

In connection with the change from 
local to extended service, there will be 
a certain period of time during which 
it will be necessary to maintain local 
service rates in the Santa Monica, 
West Los Angeles, Covina Downey, 
Malibu, Redondo, and Whittier ex- 
changes. In the Santa Monica and 
West Los Angeles exchanges, appli- 
cant stated that the change will be 
made within thirty days after the ef- 
fective date of this order. In view of 
the short interval of time until full ex- 
tended service will be made effective, 
the present level of local service rates 
will be continued during that interval. 
For the remainder of the exchanges, 
which the company plans to convert 
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within ten months, the local rates will 
be increased to the levels authorized 
for the Long Beach exchange. 

[3] The company has as an objec- 
tive of its long-term plan in the Los 
Angeles extended area exchanges the 
provision of all business service on a 
message rate basis. The provision of 
facilities for business individual line 
and private branch exchange message 
rate service should be programmed for 
installation at the earliest feasible date 
in order to accomplish a more equita- 
ble distribution of charges in accord- 
ance with usage. The possible dis- 
continuance of flat rate business serv- 
ice will be given consideration when 
facilities are available to provide mes- 
sage rate service. 

A witness for the Cordingly-Sher- 
man Apartment-Hotel protested the 
proposal to substitute hotel message 
rate private branch exchange service at 
5 cents per message for flat rate serv- 
ice. He claimed that in making leases 
with tenants he had assured them that 
they would receive flat rate service. 
He testified that the situation was 
serious enough that the apartment- 
hotel may be put out of business by it. 
The company’s answer to this com- 
plaint was that the minimum charge 
for the trunk lines serving the hotel is 
some $200 per month less under the 
message rate basis than under a flat 
rate basis, and that the company never 
gave any assurance that the rates 
would not have to be changed in the 
future. 

In our opinion, the proposal by the 
company to change hotel and apart- 
ment house private branch exchange 
service in West Los Angeles exchange 
from a flat to a message rate basis is 
sound. Under present-day fluctuating 
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economic conditions, neither a utility 
nor this Commission can guarantee 
that rate levels and classifications can 
remain fixed for any extended period 
of time. In our opinion, the message 
rate basis of charging for telephone 
service is a more equitable way of 
properly assessing the cost of provid- 
ing service to the small and large user. 

[4] The applicant has requested au- 
thorization to withdraw the offering of 
_ local foreign exchange service and sub- 
stitute extended rates for the local 
rates now filed, where the serving ex- 
change is in the Los Angeles extended 
area. We believe that foreign ex- 
change service, where the serving ex- 
change is in the Los Angeles extended 
area, should be furnished on an indi- 
vidual-line extended service basis. Ac- 
cordingly, the local foreign exchange 
schedules will be authorized to be 
closed to new customers and the com- 


pany will be required to file individual- 
line extended business, residence, or 
private branch exchange trunk service 
rates over routes where local service is 


now furnished. In connection with 
extended business and private branch 
exchange trunk service, we are of the 
opinion that such service should be 
furnished on a message-rate basis and 
the order will so provide. Applicant 
has also requested increases in certain 
foreign exchange mileage rates and the 
increase requested will be authorized. 

Inasmuch as the Commission is au- 
thorizing increases in rates for the ap- 
plicant, it follows that affected foreign 
exchange rates filed by connecting 
companies should be consistent. There- 
fore, such connecting companies should 
request authority of this Commission 
to make the necessary tariff filings to 
reflect the increases authorized in the 


serving exchange by the order herein. 

[5] While it is not essential to 
equalize the return in each and every 
exchange, we have equalized as be- 
tween the extended area exchanges as 
a group and the outside exchanges as 
a group. One practical limit that has 
been applied in this leveling process is 
that no existing rates will be increased 
more than 75 per cent, except where 
the type of service offered is being 
changed. Furthermore, consideration 
has been given to the relative earning 
position of exchanges and groups of 
exchanges outside of the Los Angeles 
extended area, in establishing the rate 
levels in those exchanges. 


A comparison of the present rates 
for the two basic forms of local serv- 
ice, namely, 4-party residence service 
and one-party business service, with 
the rates proposed by applicant and 
those authorized by the order herein, 
follows: [See table on page 14. ] 

[6] A witness for the applicant 
testified that it is the company’s plan 
eventually to offer, within the base 
rate areas, only individual and 2-party- 
line business service and that 4-party- 
line business service on the average is 
not a satisfactory grade of service for 
a business enterprise. In exchanges 
within the Los Angeles extended area, 
applicant has requested that 4-party 
business extended service be provided 
only to those subscribers having 4- 
party local service at the time of the 
conversion of an exchange to full ex- 
tended service, and thereafter only un- 
til facilities are available to provide a 
higher grade of business service. We 
think this request is reasonable and 
that the granting thereof will tend to 
provide a more satisfactory service to 
customers. Similar treatment also will 
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Local Service—Monthly Flat Rate—Handset Station 


Four-party Residential 


Exchange Present 


Long Beach 
San Bernardino 
Pomona 
Ontario 
Laguna Beach 
Huntington Beach 
Westminster 
Etiwanda 
Arrowhead 
Crestline 
Lancaster 
Santa Barbara 
Oxnard 

Santa Maria 
Carpinteria 
Lompoc 

Santa Paula 
Santa Ynez 
Guadalupe 

Los Alamos 
Thousand Oaks 
Fowler 
Lindsay 
Reedley 
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be authorized in the exchanges located 
outside of the Los Angeles extended 
area where 4-party business service 
now is furnished. 

The increases proposed in the mini- 
mum charge per month for semipublic 
toll station service, in telegraph serv- 
ice rates, and in certain other miscel- 
laneous rates will be authorized. 

The applicant has proposed an in- 
crease in pay station service from 5 to 
10 cents per local message. A witness 
for applicant testified that a minimum 
period of twelve months would be re- 
quired to provide the necessary equip- 
ment to make such a change fully ef- 
fective. In view of the fundamental 
nature of such a change, the increase 
will not be authorized in this order. 
However, new equipment purchased 
by applicant should be arranged so as 
to permit the placing into effect of a 
rate other than 5 cents for local mes- 
sages, should the Commission here- 
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after find a change in rate to be justi- 
fied. 

The applicant proposes to establish 
a new exchange, to be designated the 
Zuma exchange, which would include 
all of the present Zuma district area 
of the Malibu exchange and a portion 
of the Oxnard exchange, as shown on 
Exhibit A, page 9, attached to the ap- 
plication. It is estimated that facilities 
could be made available to establish 
such exchange some time during 1952. 
We are of the opinion that the removal 
of the Zuma district area as a part of 
the Los Angeles extended area would 
not be a desirable step to be taken at 
this time. The Zuma district has its 
own toll rate center so that customers 
in the Zuma district area pay toll 
charges based on their location relative 
to all other exchanges. While this 
area is sparsely developed at present, 
it is included in the local service area 
for the Santa Monica and Canoga 





Ss 


Auth, 


RE ASSOCIATED TELEPH. CO. 


Park exchanges, and the present serv- 
ice arrangements should be continued. 
Accordingly, the request to establish 
the proposed Zuma exchange is denied. 

The Commission is of the opinion 
that further consideration should be 
given to the introduction of extended 
service in the Carpinteria exchange 
with the view to providing such service 
on a 2-way basis between Santa Bar- 
bara and Carpinteria. The order will 


provide for the company to submit a 


study covering traffic analysis, reve- 
nue, expense, and plant effects of in- 
troducing such service, and to submit 
a similar study covering extended serv- 
ice, between the Thousand Oaks, Ox- 
nard, and Santa Paula exchanges. 


ORDER 


Associated Telephone Company, 
Ltd. having applied to this Commis- 
sion for an order authorizing increases 
in rates, public hearings having been 
held and the matter having been sub- 
mitted for decision, 

It is hereby found as a fact that the 
increases in rates and charges author- 
ized herein are justified and that pres- 
ent rates, in so far as they differ from 
those herein prescribed, are unjust and 
unreasonable; therefore, 

It is hereby ordered that 


1. Applicant is authorized to file in 
quadruplicate with this Commission 
after the effective date of this order, in 
conformity with the Commission’s 
General Order No. 96, rates and con- 
ditions revised as set forth in Exhibit 
A attached hereto [omitted herein], 
and, on not less than two days’ notice 
to the Commission and to the public, 
to make said rates effective for service 
furnished on and after July 21, 1951. 

2. Applicant, within the exchanges 
herein specified, is authorized to cancel 
rates for local service, other than local 
foreign exchange service, on or after 
July 21, 1951, but not later than Sep- 
tember 1, 1951, in the Santa Monica 
and West Los Angeles exchanges and 
not later than June 1, 1952, in the 
Covina, Downey, Malibu, Redondo, 
and Whittier exchanges. 

3. Not later than April 1, 1952, ap- 
plicant shall submit a study covering 
traffic analysis and revenue, expense 
and plant effects of introducing ex- 
tended service, together with appli- 
cant’s recommendations thereon, be- 
tween the Carpinteria and Santa Bar- 
bara exchanges and between the Thou- 
sand Oaks, Oxnard, and Santa Paula 
exchanges. These studies, after being 
filed with the Commission, shall be 
open to public inspection. 
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KENTUCKY PUBLIC SERVICE COMMISSION 


Re Ashland Home Telephone Company 


Case No. 2150 
June 13, 1951 


PPLICATION for approval of proposed telephone rate increase; 
granted in part and denied in part. 


Valuation, § 39 — Rate base determination — Reproduction cost. 
1. Reproduction cost new is not acceptable as the sole element to be con- 
sidered in arriving at a rate base, although due consideration is given to 
such evidence, p. 18. 

Valuation, § 36 — Rate base determination — Net average investment. 
2. The net average investment in telephone plant, as developed by the Com- 
mission’s staff, was considered tenable to test the reasonableness of a tele- 
phone rate increase, p. 18. 


Expenses, § 28 — Original cost study — Amortization of expense. 


3. Expenses in connection with the original cost study of a telephone com- 
pany should be amortized over a period of not less than seven years, rather 
than over a 4-year period, p. 19. 


Return, § 111 — Telephone company. 
4. A return of 6 per cent upon a telephone company’s net average invest- 
ment was considered fair and reasonable, p. 19. 


Discrimination, § 182 — Telephone rates — Discrepancy in mileage charges. 


5. A telephone company’s application of a mileage charge to one exchange 
only, rather than to all exchanges, is discriminatory and should not be 
permitted, p. 20. 


¥ 


APPEARANCES: For the applicant, Edwin P. Holder, City Attorney, Dr. 


Ashland Home Telephone Company: 
Donald C. Power, Columbus, Ohio, 
and Louis Cox, Frankfort, Counsel. 
For the protestants, city of Ash- 
land: A. W. Mann, Corporation Coun- 
sel, William B. Arthur, Assistant Cor- 
poration Counsel, Hon. Will C. Simp- 
son, Mayor, M. B. Montgomery, Mem- 
ber, Board of Commissioners, and 
Richard O. Parmelee, Manager, Ven- 
tura Hotel; city of Catlettsburg: Tom 
Phipps, City Attorney, and Hon. EI- 
mer Rice, Mayor; city of Vanceburg: 
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H. M. Bertram, Jr., Chairman, Lions’ 
Club Committee, and John F. Bertram, 
Jr., a merchant of Vanceburg; city of 
Liberty and county of Casey: Morris 
P. Mongomery, City Attorney ; city of 
Grayson: Tom Theobold, Attorney, 
and Homer Hartwell, Editor, “Jour- 
nal Enquirer”; city of Owingsville: 
Dr. D. C. Dotson, Mayor, Jimmy 
Richardson, City Attorney, and An- 
drew Denton, Member, City Council; 
city of Russell: Diederich and Lycan, 
Attorneys, Ashland, and A. C. Fos- 
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son, Acting Mayor; city of Lancaster, 
Garrard county: Cecil Sanders, City 
Attorney; Garrard County Board of 
Commerce: J. W. Marsee, Lancaster ; 
city of Hazard and other protesting 
cities: Charles E. Whittle, Special 
Counsel, Brownsville; Hazard Coal 


Operators Association: W. B. Stur- 
gill, Executive Secretary, Hazard. 


For the Commission: J. Gardner 
Ashcraft, Assistant Attorney General. 


By the Commission: On the 26th 
day of September, 1950, the appli- 
cant, Ashland Home Telephone Com- 
pany, filed its notice with the Commis- 
sion that it proposed to adjust its rates 
upward in conformity with tariffs 
filed with this notice, effective on and 
after the 21st day of October, 1950. 

On the 11th day of October, the 
Commission, by order pursuant to 
§ 278.190 KRS, suspended the pro- 
posed rates for a period of one hundred 
and twenty days. Thereupon the ap- 
plicant elected to place the proposed 
rates into effect by posting a bond ap- 
proved by the Commission and condi- 
tioned as required by the said 278.190 
KRS. At the expiration of the one 
hundred and twenty days, the Com- 
mission again suspended the proposed 
rates for an additional one hundred 
and twenty days, and the company 
again filed a bond approved by the 
Commission and continued the pro- 
posed rates in effect. 

Protests against the proposed in- 
crease were also filed by: 

Richard O. Parmelee, manager, 
Hotel Ventura, Ashland, Kentucky; 
D. Andrew Shearard, attorney for 
city of Berea, Berea, Kentucky; L. C. 
Britton, president, Berea Chamber of 
Commerce, Berea, Kentucky; M. M. 

[2] 


s@3 


Cox, mayor of the city of Flemings- 
burg, Flemingsburg, Kentucky; Farm 
Bureau of Fleming County, by Ivan P. 
Arnold, president, and G. L. Creamer, 
secretary, Flemingsburg, Kentucky; 
Fleming County Woman’s Club, by 
Jean Fleming, president, Flemings- 
burg, Kentucky ; The Honorable L. B. 
Conn, mayor, city of Lancaster, Lan- 
caster, Kentucky. 

Hearings were held upon the appli- 
cation and the protests starting on 
December 12, 1950, and continued 
from time to time until the final hear- 
ing which was concluded on the 29th 
day of May, 1951. At said hearings, 
applicant, protestants, and the staff 
presented their evidence and exhibits 
on the issues before the Commission. 


Organization 


Applicant is a corporation chartered 
under the laws of the state of Dela- 
ware authorized to provide local ex- 
change service and toll service in Ash- 
land, Kentucky, and sixteen other lo- 
calities in eastern Kentucky. The 
Ashland Home Telephone Company 
has provided telephone service in this 
general area for a number of years and 
during these years the company has 
been under the control of at least three 
holding companies. In 1946 the Gen- 
eral Telephone Corporation (a hold- 
ing company) secured control of the 
applicant company and since then the 
applicant has operated as a wholly 
owned subsidiary of the General Tele- 
phone Corporation. 

The General Telephone Corporation 
is a holding company owning prac- 
tically all of the common stocks of its 
subsidiaries which includes a directory 
publishing company, a service and ad- 
visory company, a telephone equip- 
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ment manufacturing company, a 
telephone equipment and sales and dis- 
tributing company, and fifteen opera- 
ting telephone companies serving in 
excess of one and one-fourth million 
subscribers through 1,080 central of- 
fices in eighteen states. In addition 
to owning the equity securities of 
these companies, General also provides 
certain debt moneys to its subsidi- 
aries. 

On December 21, 1940, the appli- 
cant company served 12,124 subscrib- 
ers and, as of December 31, 1950, the 
company was serving 22,198 cus- 
tomers through its seventeen ex- 
changes in eleven counties. 


Capital Structure 


Applicant’s capital structure as of 
December 31, 1950, consisted of 15,- 
000 shares of no-par common stock 
stated at $360,000; Funded Debt at 
$736,000; Advances from Affiliated 
Companies $450,000 (General Tele- 
phone Corporation) ; Notes Payable of 
$600,000 to banks and Demand Notes 
Payable to affiliated companies (Gen- 
eral Telephone Corporation) $1,350,- 
000. The average total capital for the 
year, considering the above items in 
varying amounts over the year 1950, 


was $3,316,403. 


Rate Base 


[1,2] The applicant company in- 
troduced in evidence rate bases based 
on two separate methods of valuations. 
One was net investment, and the other 
was based on a valuation they termed 
Reproduction Cost New. This Com- 
mission has consistently refused to 
consider Reproduction Cost New as 
the sole element of valuation for rate- 
making purposes. For the reasons 
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stated in Case No. 1710, Re Southern 
Bell Teleph. & Teleg. Co. (1948) and 
reported in 76 PUR NS 33, the Com- 
mission again refused to accept this 
method of valuation as the sole method 
to be considered in arriving at a rate 
base, although due consideration has 
been given to the evidence introduced. 
Also, from the evidence, it appears that 
the so-called Reproduction Cost New 
value was not arrived at by actual in- 
ventory and appraisement but was a 
trend of dollars upon an inventory and 
appraisement made several years prior 
to this action. 

The staff developed a net average 
investment for the year ending Decem- 
ber 31, 1950, in the amount of $3,- 
367,563. This consisted of Telephone 
Plant in Service in the amount of $3,- 
430,450, to which has been added Tele- 
phone Plant under Construction in the 
amount of $100,288; Material and 
Supplies in the amount of $206,706; 
unclassified Cost of Telephone Plant 
$285,528, and an allowance for Cash 
Working Capital in the amount of 
$75,000, and from this total, there has 
been deducted the average balance in 
the Reserve for Depreciation in the 
amount of $673,904. 

The average net investment, as 
shown in the staff testimony, includes 
an average amount of $285,528, as set 
out on the Books of Account for the 
company, as Unclassified Telephone 
Plant. However, there is at the pres- 
ent time an original cost determination 
under way, after the completion of 
which the Utility Plant Acquisition 
Adjustment, if any, can be determined 
with greater certainty. Therefore, for 
purposes of this case, the Commission 
will consider the amount of $3,367,- 
563 as being at least tenable to test the 
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reasonableness of the rates sought 
herein. 

The Commission is of the further 
opinion that no amortization of the 
Utility Plant Acquisition Adjustment 
amount should be considered at this 
time pending the final determination 
of the amount properly chargeable to 
this account. 


Operating Income 


[3] The evidence of record shows 
that for the year ending December 31, 
1950, the company had a Net Opera- 
ting Income of $146,934, which in- 
cluded $63,000 of revenues collected by 
the company under bond pending dis- 
position of this rate case. Had the 
rates that were in effect prior to Octo- 
ber 21, 1950, been in effect for the en- 
tire year ending December 31, 1950, 
the Adjusted Net Operating Income 
would have been $83,934. Certain ad- 
justments were suggested in the rec- 
ord to the Utility’s Annual Operating 
Expenses, to reflect changes that will 
occur in the company’s operating ex- 
perience in the immediate future. The 
company has suggested that they an- 
ticipate that their Annual Depreciation 
Expenses will be reduced by the 
amount of approximately $37,000 
which will be occasioned at the time of 
the consolidation of the Ashland Home 
Telephone Company and the Kentucky 
Telephone Corporation, at which time 
the company proposes to adopt the 
depreciation rates of the latter utility. 
The company also contemplates that 
their annual Traffic Expense will be 
reduced in the future by some $2,000, 
due to the inauguration of extended 
area coverage between Ashland and 
Catlettsburg. The company proposes 
to amortize its expenses in connection 


with presentation of this rate case over 
a period of three years, and they esti- 
mate that this amortization would 
amount to approximately $7,000 an- 
nually. The company also suggests an 
increase in their annual operating ex- 
pense to the amount of $20,000, for 
the purpose of amortizing their de- 
ferred expenses in connection with the 
preparation of the original cost study 
now under way. The company esti- 
mates that their total expenses in con- 
nection with this original cost study 
will amount to $78,000. The Com- 
mission is of the opinion that the amor- 
tization of this amount should be over 
a period of not less than seven years, 
instead of an approximate 4-year 


period used by the company, and by 
applying the 7-year amortization, the 
company’s operating expense would be 
increased approximately $11,150. 


Applying these adjustments to the 
operating experience of the company 
for the year ending December 31, 
1950, and adjusting for the effect of 
income taxes, the adjusted net opera- 
ting income for this period would be 
$104,784. This will yield approxi- 
mately 3.11 per cent return on the net 
average investment of the company as 
set out above. 


Rate of Return 


[4] Due to voluminous testimony 
of poor service rendered by the com- 
pany and antiquated equipment in 
some of the exchanges, it would appear 
to this Commission that a reasonable 
and fair rate of return to this company 
based upon the entire record would be 
6 per cent. 

It would appear that the additional 
revenues giving due consideration to 
income taxes necessary to enable them 
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to earn 6 per cent upon the net average 
investment is the sum of $187,731. 

It further appears from this record, 
considering the above net investment 
and the capital structure of this com- 
pany, that such a sum will enable them 
to meet their operating expenses, taxes, 
fixed charges, pay reasonable divi- 
dends sufficient to maintain their 
credit and attract capital to meet the 
increased requirements for service so 
badly needed in the area in which they 
serve. 

[5] It appears from the tariff of 
proposed rates filed with the Commis- 
sion that there is a mileage charge pro- 
posed to be charged on multiparty 
rural lines in the Hazard exchange 
only, of all the exchanges, in which the 
applicant operates. The evidence dis- 
closed that this mileage charge was 
inherited from the predecessor com- 
pany which was the main reason for 
its continuance. The Commission is 


of the opinion that to apply a mileage 
charge to one exchange only is dis- 
crimination and should not be per- 
mitted. 

It further appears to this Commis- 
sion from this record that there are 
certain inequities in the tariffs filed 
relative to types of service in the vari- 
ous exchanges involved. We have 
heretofore mentioned and disallowed 
any mileage charge at the Hazard ex- 
change, and there is evidence in this 
record of inefficient service in certain 
of the exchanges, and insufficient and 
inadequate equipment. In preparing 
a rate schedule to raise the additional 
$187,731, the company will give due 
consideration to these inequities, and 
submit their new rate schedules for the 
approval of this Commission. 

An order has been drawn in con- 
formity to this opinion. [Order omit- 
ted herein. ] 





MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Bell Telephone Company 


T-252-51.11 
July 26, 1951 


OTION by attorney general on behalf of ratepayers to dismiss 

telephone company’s application for rate increase; decision 

held in abeyance pending judicial decision on similar issue involv- 

ing same parties and proceeding reopened for submission of 
additional evidence. 


Rates, § 648 — Evidence — Need for rate increase — Insulation against depression. 
1. Evidence presented by a utility to show that it needs a rate increase to 
insulate it against a depression is of dubious value, particularly where the 
company’s own experts testify that such a depression would not occur 
within the foreseeable future, p. 22. 
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Valuation, § 211 — Rate base — Plant margin. 

2. Evidence supporting an application for a rate increase which shows the 
difference between existing plant margins and those of ten years ago and 
the cost of adding plant to achieve the former margins was not given great 
consideration because the earlier period marked the end of a prewar depres- 
sion, when utility facilities were substantially greater than consumers’ ability 
to use them, and because the economic desirability of permitting a return 
on the large idle plant capacity of that period was not apparent, p. 22. 


Valuation, § 22 — Effect of price level changes — Evidence. 
3. The effect of price level changes on the value of telephone property 
cannot be determined by evidence of a general character, since such evidence 
completely overlooks decreases in labor costs through technological ad- 
vances in telephone equipment, decreases in maintenance costs through 
replacement of old plant with more efficient facilities, and decreases in over- 
head cost through utilization of plant at nearly full capacity, p. 22. 

Rates, § 143 — Factors considered — Costs and revenues — Value. 
4. The pragmatic elements of operating costs (including cost of capital) 
and revenues deserve first consideration over metaphysical concepts of 
value, in determining what are proper rates for a telephone utility, p. 22. 

Return, § 41 — Telephones — Evidence of parent company’s earnings. 
5. Data contained in a report of the Federal Communications Commission 
setting out financial results of the Bell Telephone System is material and 
competent in a proceeding in which a subsidiary operating company is 
basing its need for additional revenue on an aliquot portion of estimated 
total Bell System required earnings, interstate and intrastate, p. 22. 
§ 153 — Intercorporate relations — Subsidization of out-of-state operations. 
6. Telephone subscribers of an operating company should not be required to 
subsidize the operations of its parent company in other states by being 
required to pay rates permitting a disproportionate contribution by the 
local company to its parent, p. 22. 


§ 640 — Procedure — Rate increase application — Motion to dismiss. 
Statement that a motion to dismiss an application for a rate increase proceeds 
upon the theory that the company’s evidence, taken as a whole, does not 
prove any necessity for rate relief and involves a consideration in general 
of the type of evidence, and conclusions therefrom, submitted by the utility, 
p. 22. 

Commissions, § 26 — Decision on question before court — Current investment 

cost. 
Statement that the Commission will not decide whether evidence showing 
a telephone company’s current investment cost should be admitted in a 
rate proceeding, where a legal issue involving the same question and the 
same parties is before the state court for determination, p. 23. 
* 

By the Commission: At a session By application filed May 14, 1951, 
of the Michigan Public Service Com- Michigan Bell Telephone Company 
mission held at its offices in the city sought authority to make effective 
of Lansing on the 26th day of July, rates, rentals, and charges throughout 
A. D. 1951. its exchanges in the state of Michigan 
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realizing an increase in its gross an- 
nual revenues of $22,000,000. Hear- 
ings, at which various municipalities 
intervened on behalf of ratepayers, 
were held June 4th through June 8th 
before the Commission. At the con- 
clusion of applicant’s case the assistant 
attorney general, on behalf of rate- 
payers generally in the state of Mich- 
igan, moved: To dismiss the applica- 
tion upon the ground that applicant’s 
evidence, if admitted, did not estab- 
lish any need for the proposed rate 
increases sought; and to strike all tes- 
timony and exclude all exhibits relat- 
ing to the “current investment cost” of 
applicant’s property. 


I 


The motion to dismiss the applica- 
tion proceeds upon the theory that ap- 
plicant’s evidence, taken as a whole, 


does not prove any necessity for rate 
relief. This involves a consideration 
in general of the type of evidence, and 
conclusions therefrom, submitted by 
applicant. 

[1] A portion of applicant’s evi- 
dence was directed at showing the 
desirability of increasing present rates 
to insulate it against a depression 
which its own experts testified would 
not occur within the foreseeable fu- 
ture. Such evidence is of dubious 
value. 

[2] Other evidence was introduced 
to show that existing plant margins 
were less than those of 1940 and in- 
dicated the cost of adding plant to 
achieve 1940 margins. This Commis- 
sion cannot help but notice that the 
year 1940 marked in general the end 
of the period affected by the prewar de- 
pression and that during said period 
utility facilities were substantially 
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greater than consumer’s ability to 
utilize the same. Frequent statements 
were then made that rates could not be 
reduced because of high fixed costs re- 
sulting from unused plant capacity. 
The economic desirability of permit- 
ting a return to the high percentage of 
idle plant capacity of that period is 
not apparent. 

[3] Applicant also relied upon in- 
creases in the general price level and 
sought increased compensation 
through a claimed increase in the value 
of its property devoted to telephone 
service in Michigan. The effect of 
price level changes, in our opinion, 
cannot be determined by evidence of 
a general character. The same com- 
pletely overlooks, for example, de- 
creases in labor costs through techno- 
logical advances in telephone equip- 
ment, decreases in maintenance costs 
through replacement of old plant with 
more efficient facilities, and decreases 
in overhead cost through the utiliza- 
tion of plant at nearly full capacity. 

[4] Telephone plant is not in- 
stalled, nor dividends paid, with rate 
bases or rates of return but with dol- 
lars secured from ratepayers through 
rates for telephone service. In the 
view we take of the matter, the prag- 
matic elements of operating costs, in- 
cluding cost of capital, and revenues 
deserve our first consideration over 
metaphysical concepts of value. Ap- 
plicant recognizes this in the final 
analysis by its argument that wage in- 
creases, increased income taxes, and 
increased cost of capital necessitate 
rate relief. The present record is in- 
conclusive in these respects however, 
and applicant will be required to fur- 
nish certain operating reports. 

[5,6] The attorney general based 
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certain arguments in support of his 
motion upon the report of the Federal 
Communications Commission for the 
year 1950, No. 63,031. This report 
set out in detail financial results of the 
Bell System of which applicant is an 
affiliated company. Applicant calcu- 
lated its dollar requirements on an ali- 
quot portion of estimated total Bell 
System required earnings, interstate 
and intrastate. We therefore deem the 
. data contained in this report, showing 
applicant’s proportionate contribution 
to the Bell System, to be material and 
competent. This Commission can see 
no reason why Michigan ratepayers, 
through rates permitting a dispropor- 
tionate contribution by applicant to 
the Bell System, should be required to 
subsidize Bell System operations in 
other states. Applicant will be re- 
quired to file with us information sub- 
mitted to the F. C. C. relating to said 
report by the Bell System, affiliates 
thereof, and American Telephone and 
Telegraph Company. Although cer- 
tain of this information is released 
regularly to the public press, as witness 
The Wall Street Journal of July 17, 
1951, we conclude it should be formal- 
ly in evidence in this proceeding. 

In the rate proceeding culminating in 
our order of June 19, 1950, 85 PUR 
NS 327, there was a noticeable tend- 
ency on the part of applicant’s evidence 
to overstate operating costs and under- 
state revenues as tested by subsequent 
recorded results reported to this Com- 
mission. The Commission staff will 
therefore be required to submit in evi- 
dence operating results for the periods 
indicated. 


On brief the attorney general, and 
certain intervenors, argue applicant’s 
evidence wholly fails to prove any ne- 


cessity for the proposed increases, 
while applicant argues the same con- 
clusively establishes a need for the 
rates sought. In our opinion, evi- 
dence presently before us for consid- 
eration does not permit of a find- 
ing in either direction. By statute 
this Commission fixes just and rea- 
sonable rates for telephone service 
within the state of Michigan and pro- 
hibits unjust and unreasonable rates 
for such service, Act 206, Pub Act 
1913, Mich Stats Anno 22.1441, et 
seq. This proceeding will be reopened 
for submission of the evidence herein- 
after found necessary for us to perform 
our statutory function and decision on 
the motion to dismiss is hereby held in 
abeyance pending receipt of such evi- 
dence. 


Certain intervenors formally joined 
in the motion to dismiss and filed briefs 
and statements relating thereto. Our 
order will permit these intervenors to 
submit such evidence, as they may have 
available, pertaining to applicant’s op- 
erations. 


II 


The evidence which the attorney 
general has moved to exclude from the 
record consists of certain opinions of 
witnesses Crampton & Patterson and 
the calculations upon which said opin- 
ions were based as set forth in Ex- 


hibits 7 and 24. In arriving at so- 
called “current investment cost” in- 
dices purporting to represent estimated 
present costs of materials and labor 
were factored against property ac- 
counts of plant in service in an attempt 
to calculate what present plant would 
cost if built at today’s prices. 
Neither the witnesses nor the ex- 
hibits relate this “current investment 
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cost” to present operating costs of ap- 
plicant in any concrete manner. How- 
ever, a legal issue, analogous to that 
raised by the instant motion, and in- 
volving the same parties, is before the 
circuit court for the county of Ingham 
in Attorney General v. Public Service 
Commission, Chancery No. 31,644. 
In that proceeding, instituted by the 
attorney general, the matter has been 
briefed and awaits decision. We there- 
fore hold the opinions and exhibits per- 
taining thereto to be admissible in this 
proceeding, pending resolution of the 
issue by current processes of judicial 
review. In so ruling we pass no opin- 
ion on the evidentiary value to be ac- 
corded “‘current investment cost,” and 
we do not find the evidence to be con- 
clusive of any of the issues in this pro- 
ceeding and have therefore reopened 
the proceeding for the submission of 
such evidence as we herein find neces- 
sary. 

In the disposition thus made in this 
matter we have not overlooked the 
possible effect on these proceedings of 
judicial decision in any or all of the 
litigation involving applicant and pre- 
vious orders of this Commission. 

It is therefore ordered: 

(1) That applicant submit in evi- 
dence the Comptroller’s Monthly Re- 
port No. 1 (Form S. N. 152) Sheets 
1 and 2 for the year 1950, and the six 
months’ period ending June 30, 1951, 
of : 


(a) The Bell System. 

(b) The American Telephone and 
Telegraph, Long Lines Department. 

(c) All Bell System operating com- 
panies, including applicant. 

(2) That the Commission 
submit in evidence: 

(a) Operating results of applicant 
recorded for the calendar year 1950, 
including plant, depreciation, revenues, 
expenses, taxes, and working capital. 

(b) Operating results of applicant 
recorded for the six months of the cal- 
endar year 1951, ending June 30th, 
including plant, depreciation, revenues, 
expenses, taxes, and working capital. 


staff 


(c) Forecast of applicant’s opera- 
ting results for the calendar year 1951, 
including plant, depreciation, revenues, 
expenses, taxes, and working capital. 


(d) Cost of capital to the applicant. 

(3) That intervenors may submit 
such evidence as they have available 
pertaining to applicant’s operations. 

(4) That decision on the motion to 
dismiss will be held in abeyance and 
these proceedings reopened for con- 
sideration of the foregoing evidence 
at hearing on the 5th day of Septem- 
ber, 1951, at the offices of the Com- 
mission, Prudden Auditorium, Lan- 
sing, Michigan. 

(5) That in lieu of applicant sub- 
mitting the evidence herein required of 
it at said hearing so held this applica- 
tion shall be dismissed. 
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Re Union Telephone Company 


T-223-51.4 
July 23, 1951 


PPLICATION by telephone company for authority to increase 
i \, rates; rate increase authorized. 


Return, § 111 — Telephone company — Cost of capital. 
1. A return of 3.6 per cent on a telephone company’s mortgage indebtedness, 
5.7 per cent upon preferred stock capital, and from 10 to 12 per cent on 
equity investment, represented by common stock and surplus, was considered 
necessary to enable the company to maintain its credit at a level which 
would permit it to enter the security market and acquire additional capital 
from time to time by the issuance of stocks and bonds in such proportions 
as to afford reasonable income protection for the bondholders and to secure 
a favorable over-all cost, p. 27. 

Return, § 111 — Telephone company. 
2. A telephone company was authorized to increase rates to yield a return 
of approximately 8 per cent on net plant investment, p. 27. 

Return, § 24 — Commission policy — Attraction of capital. 
3. The Commission’s policy is to approve telephone rates required for a 
sound credit standing so that the company may attract capital necessary for 
plant rehabilitation, dial conversion, and expansion to serve present customers 
better, and to serve applicants whose orders are being held because of 
facility shortages, p. 28. 


> 


toll message rates to certain specified 
routes where heretofore a basic charge 
of 5 cents for each message had been 
made. The revenue value of all the 


By the Commission: At a session 
of the Michigan Public Service Com- 
mission held at its offices in the city of 
Lansing on the 23rd day of July, 


A. D., 1951. 

Application was filed in the above 
matter March 9, 1951. Hearings 
were held March 26 and 27 and on 
May 16, 17, and 18, 1951. The ap- 
plication contained new schedules of 
local rates for all exchanges of the 
company, which schedules, if made 
effective, would result in a revenue in- 
crease of approximately $713,920 on 
an annual basis. Also the application 
proposed the application of standard 


proposed charges (after adjustment 
for uncollectibles) would be approxi- 
mately $715,752 on an annual basis. 
Union Telephone Company was in- 
corporated in Michigan on March 22, 
1899. Since the merger of the Tri- 
County Telephone Company with the 
Union Telephone Company on Decem- 
ber 20, 1949, the Union Telephone 
Company has served some 61,000 tele- 
phones, approximately, through 73 
exchanges located generally in the cen- 
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tral, west, southwest, and southeastern 
parts of Michigan. Higher exchange 
rates were authorized for all of these 
exchanges on March 1, 1949, follow- 
ing applications filed on December 1, 
1948, by the Tri-County and Union 
Companies. The combined increases 
then granted amounted to approxi- 
mately $495,000 annually. 

Since the increase in rates was ap- 
proved in March, 1949, there has been 
a substantial increase in the number of 
telephones served, the total for all ex- 
changes increasing from approximate- 
ly 50,000 at the beginning of 1949 to 
61,000 approximately at the end of 
December, 1950. At the end of April, 
1951, 62,767 telephones were being 
served, and about 4,400 orders for new 
service were being held for additional 
facilities. 

Also, since the beginning of 1949, 
the company’s gross investment in tele- 
phone plant in service has been in- 
creased from approximately $8,300,- 
000 to approximately $10,100,000, an 
increase of about $1,800,000. The ap- 
plication calls attention to the increases 
in expenses and taxes, which increases, 
since the date of the last rate revision, 
have been at a much greater rate than 
the increase in revenues from added 
customers. This has resulted in a de- 
clining net income to care for a con- 
stantly increasing investment. At the 
time of the application the over-all rate 


of return upon the capital invested in 
the form of stocks, bonds, and surplus, 
was only 3.01 per cent, according to 
the company’s exhibits. 

The company, in its testimony, ad- 
justed the revenues, expenses, and 
taxes for the one-year period ending 
October 31, 1950, to conditions in the 
business prevailing at the close of the 
period and showed that its net opera- 
ting income was $259,588 or 3.36 per 
cent return on the net original cost of 
the plant, plus materials, supplies, and 
working capital. 

A forecast on the company’s results 
for the year 1951 which was intro- 
duced by the Commission staff, indi- 
cates that at wage rates, tax rates, and 
rates and charges for service then in 
effect, the company will have approxi- 
mately $335,587 or 4.50 per cent re- 
turn on its average net investment in- 
cluding working capital, material, and 
supplies. If this result is further ad- 
justed, however, for (1) the reduction 
in annual depreciation expense of $21,- 
461, approximately, occasioned by the 
recent reclassification of the com- 
pany’s investment in plant, and (2) an 
increase in annual operating expense 
of $111,140, approximately, as a re- 
sult of wage adjustment made effective 
June 1, 1951, the annual net operating 
income is reduced to $288,057, as 
shown below: 


Estimated Net Income 
Test Year 1951 


Net Operative Income forecast for the year 1951 
Increased Expense due to June 1, 1951 wage increase 
Reduction due to change in annual depreciation expense 


Net increase in expenses 


, $335,587 
$111,140 
21,461 


$89,679 


Reduction in Income Taxes due to increased expenses 


Net decrease in Operating Income 


Adjusted Net Operating Income 
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The applicant has alleged that its 
earnings must be sufficient to attract 
investors to supply the capital for the 
construction and improvement of its 
facilities in the future. 

[1,2] With respect to the costs of 
various classes of capital, there is lit- 
tle difference of opinion between wit- 
nesses. It appears from the testimony 
that a return of 3.6 per cent on in- 
debtedness represented by mortgage 
‘ bonds, 5.7 per cent upon capital repre- 
sented by preferred stock, and from 10 
to 12 per cent on the equity invest- 
ment, represented by common stock 
and surplus, is required by the appli- 
cant upon suitable proportions of such 


securities. Such. earnings will main- 
tain the company’s credit at a level 
which will permit it to enter the secu- 
rity market and acquire additional 
capital from time to time by the issu- 
ance of stocks and bonds in such pro- 
portion as to afford reasonable income 
protection for the bondholders and se- 
cure a favorable over-all cost. 

The petitioner’s existing proportions 
of debt and equity appear reasonable; 
therefore, the annual return require- 
ment under present circumstances ap- 
pears to be approximately $580,567 
based upon the petitioner’s securities 
outstanding as of March 31, 1951, as 
shown by the following table: 


Net Operating Income Requirement 


Bonds (34% list Mtge.) 
Less Discount 


Preferred Stock (5.40) 


Capital Stock .. 
Surplus 


Less Investment in Texas Telephone Co. .. 


Total Equity 


Net Operating Income Requirement 


The foregoing net operating income 
will provide approximately 8 per cent 
return upon $7,207,897, the esti- 
mated average 1951 net plant invest- 
ment plus working capital, materials, 
and supplies. 

In finding required net operating in- 
come after taxes in the above amount 
and in the indicated ratio to the net 
investment in plant, materials, and 
supplies, the Commission is not fixing 
the minimum return below which the 


Annual 
Amount Requirement 
. $3,648,000 


89,794 


$3,558,206 @ 3.6% 
750,000 
48,075 


$701,925 @ 5.7% 
$3,700,000 
530,003 


$4,230,003 
792,811 


$128,095 


$3,437,192 @ 12.0% $412,463 


company will suffer confiscation, nor 
the maximum return above which the 
rates will be oppressive upon the pub- 
lic. Witness Dunlap in response to 
questions by the Commission testified 
that the rates petitioned for would not 
result in liability for payment of ex- 
cess profits tax, and accordingly we be- 
lieve the amount, granted in the order 
of May 31, 1951, will not result in 
excess profits tax liability. Under cur- 
rent conditions the company should 
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with this income be able to secure ade- 
quate capital upon favorable terms for 
all of its foreseeable future financial re- 
quirements. 

[3] It is apparent to the Commis- 
sion that prices of materials, equip- 
ment, supplies, services, and the wage 
of employees, together with taxes, 
have increased greatly since the last 
rate relief was afforded to petitioner. 
It is the policy of the Commission to 
approve rates which are required for a 
sound credit standing so that the 
utility may attract the capital neces- 
sary for its plant rehabilitation, dial 
conversion, and expansion to better 
serve present customers and to furnish 
service to applicants whose orders are 
being held because of facility shortages. 
Should the company’s net earnings 
prove in time to be too high, or should 
there be a marked reduction in the cost 
of capital, the Commission will not 
permit excessive, unjust, or unreason- 
able rates to be charged to the public, 
but will take prompt action to reduce 
them, and should events turn in the 
opposite direction, the company al- 
ways has recourse to the Commission, 
for regulation is a continuing process. 

The testimony of witnesses has been 
carefully weighed and as hereinbefore 
indicated the Commission finds that: 

(1) The applicant requires under 
present conditions net operating in- 
come, after taxes, in the amount of 
$580,567 a year, approximately. 

(2) Under present conditions the 
applicant for the test year will have 
approximately $288,057 of net opera- 
ting income after taxes, the additional 


net operating income required is $292,- 
510. 

(3) Upon the basis of the test year, 
increased gross annual revenue in the 
amount of $551,906 will be required to 
provide $292,510 annual net income 
after income taxes. 

(4) Upon the basis of the tele- 
phones in service as of October 31, 
1950, additional annual gross revenue 
in the amount of $546,000 is required, 
and the rates shall be determined upon 
the basis of the telephones in service on 
that date. 

The Commission in this cause by its 
Order T-223-51.2 dated May 31, 
1951, authorized and directed the ap- 
plicant, Union Telephone Company, 
to prepare and submit for approval a 
general schedule of rates and charges 
for telephone service to provide for an 
increase in gross revenues on an an- 
nual basis in the amount of $546,000 
determined upon the basis of the 
telephones in service as of October 31, 
1950; and by its Order T—223-51.3 in 
this cause dated June 7, 1951, pre- 
scribed the specific rates and charges 
made effective June 1, 1951, under its 
Order T—223-51.2 throughout the ter- 
ritory of Union Telephone Company, 
all pursuant to and in accordance with 
findings (1), (2), (3), and (4) above. 

Findings and opinion relating to 
this company’s service are made in our 
service order of even date. 

The Commission retains jurisdiction 
of the matters herein contained and 
reserves the right to issue such fur- 
ther order, or orders, as the circum- 
stances may require. 
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Re South Atlantic Gas Company 


File No. 19440, Docket No. 88-U 
May 10, 1951 


PPLICATION by gas company for authority to increase rates 
for residential and commercial service; modified rate in- 
crease authorized. 


Expenses, § 9 — Adjustments on past year’s operation. 
1. While it is proper to make pro forma adjustments to the most recent 
year’s operation of a utility to reflect changes such as increases in wages 
and income taxes, it is not necessary to estimate all items entering into the 
operation of the company, in determining the reasonableness of earnings, 
since to do so is to delve into the realm of speculation as to each adjusted 


item, p. 31. 


Expenses, § 114 — Federal income tax — Anticipated increase. 
2. The only amount allowable for Federal income taxes in the expense ac- 
count of a utility is that resulting from the presently effective rate, notwith- 
standing anticipation of a higher tax rate, p. 32. 


Return, § 92 — Reasonable return for gas company. 


3. A 64 per cent rate of return was considered adequate for a manufactured 
gas utility, based on average capitalization during the preceding operating 


year, p. 32. 


APPEARANCES: Granger Hansell, 
Counsel, H. S. Hansell, Vice Presi- 
dent and Division Manager, and 
W. E. Benfield, Vice President and 
Comptroller, for the company; N. 
Knowles Davis, Chief Engineer, and 
R. B. Alford, Service Engineer, for 
the Commission. 


By the CoMMIssIOoN: 

South Atlantic Gas Company, Sa- 
vannah, Georgia, filed a petition with 
the Commission on February 21, 
1951, requesting authority to increase 
its residential and general commercial 
rates for gas service. This applica- 
tion was heard by the Commission on 
March 12, 1951, and it appears that 


South Atlantic Gas Company pub- 
lished notice of the time, place, and 
purpose of the hearing as required by 
the Commission in the February 23 
and 24, 1951, issues of both the Savan- 
nah Morning News and the Savan- 
nah Evening Press. There were no 
appearances at the hearing in opposi- 
tion to the application. 

The petition of the company alleges 
that an increase in rates for gas service 
has become necessary due to an in- 
crease in the cost of materials enter- 
ing into the production of gas, 
increases in wages and salaries, and 
increases in other operating expenses, 
and further that under these circum- 
stances, petitioner is entitled to an in- 


90 PUR NS 





GEORGIA PUBLIC SERVICE COMMISSION 


crease in rates in order to earn a rea- 
sonable return on its investment in gas 
plant and equipment in  Savan- 
nah, Georgia. 

According to the evidence and tes- 
timony submitted at the hearing, the 
current cost of materials entering into 
the production of gas is $8,577 per 
annum more than the actual cost of 
these materials during the year 1950, 
based upon the application of current 
prices to the quantities of materials 
used in 1950. It was further alleged 
that the current payroll of the com- 
pany as compared to that in 1950 is 
$63,661 additional on an annual basis, 
this amount representing the portion 
of the Savannah payroll chargeable to 
operating expenses, and excluding 
that portion of the payroll increase 
chargeable to fixed capital. The com- 


pany estimated that the application of 


the new 3 per cent state sales tax to 
materials purchased chargeable to op- 
erating expenses will increase the cost 
of operation by $5,271 per year. In 
addition the company claimed that its 
depreciation expense will be $2,520 
per annum higher than in 1950, the 
amortization of leasehold improve- 
ments will be $1,609 less than in 1950, 
and that general taxes will increase 
$2,968 over the amount for 1950, the 
total of all such adjustments being 
$81,388. The company computed 
that, based on the revenues which 
would be received from the proposed 
increase in rates, the Federal and state 
income taxes would increase from 
$97,156 per annum to $162,621 per 
annum, giving effect to the increased 
taxable income and to an increase in 
Federal income tax rates from 42 per 


~ 
- 


cent to 55 per cent. 


The requested increase in rates 
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would provide $151,429 of additional 
gross revenue which, less the alleged 
increases in operating expenses and 
income taxes, would increase the net 
earnings from the operation of the 
Savannah division from $197,235 for 
the year 1950, to $201,811 on an an- 
nual basis. After giving credit to the 
-apitalization of the company properly 
assignable to Florida operations, and 
eliminating the capitalization assign- 
able to nonutility operations in Geor- 
gia, the above pro forma net reve- 
nue would amount to a return of 
approximately 6.6 per cent on the to- 
tal capitalization of the company, or 
about 10 per cent on equity capitaliza- 
tion according to the company. Tes- 
timony was submitted in support of a 
price earnings ratio of 10 per cent for 
the equity capital of this company 
based on recent reported earnings and 
quoted market prices. The forecasted 
net revenue of $201,811 would rep- 
resent a rate of return of some 7 per 
cent on plant and equipment at orig- 
inal cost less accrued depreciation re- 
serve, including an allowance for ma- 
terials and supplies and cash working 
capital. 

The proposed increase in gross rev- 
enues requested by the company in the 
amount of $151,429 per annum results 
from specific rate changes in the resi- 
dential and commercial schedules. The 
application of the company contem- 
plates increases in its residential rate 
by raising the first step in that rate 
from one dollar to $1.60 per month 
for the first 400 cubic feet of gas, and 
an increase in addition thereto of 5 
cents per thousand cubic feet on all gas 
consumed in excess of the first 400 
cubic feet per month. The change in 
the commercial schedule would raise 
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the first step in that rate from $1.50 
to $2 per month for the first 300 cubic 
feet of gas and likewise the rate for 
all gas used in excess of that quan- 
tity would be at a 5 cent per thousand 
cubic feet higher rate. The company 
further proposed to eliminate the 
prompt payment discount feature of 
these schedules. It appears that the 
rate increase requested by the com- 
pany is somewhat greater than actually 
- required, and the rates prescribed in 
this order appear adequate after con- 


Item 


Gross Operating Revenues ... 
Operating Expenses 
Depreciation Expense 
Leasehold improvement amortization 
Taxes (Other than Income) 
Income Taxes ... 

Total Operating Revenue Deductions 


Net Revenue ...... 


The above pro forma gross revenue 
of $1,459,754 reflects the proposed in- 
crease in rates requested by the com- 
pany, while the figure of $1,387,398 is 
based on a lesser increase in rates as 
prescribed in this order. Specifically, 
the rate increase herein prescribed 
produces $79,073 per annum in in- 
creased revenue as compared to the 
$151,429 per annum increase proposed 
by the company. The predicted oper- 
ating expenses shown above have been 
reduced slightly by the Commission to 
reflect a one cent per gallon reduction 
in the state gasoline tax effective July 
1, 1951, which was not taken into ac- 
count by the company. The over-all 
increase in operating expenses con- 
tained in the Commission’s pro forma 
figures is $77,241, represented by the 
following items: 


sidering the evidence and testimony 
submitted. 

The following income-statement sets 
forth revenues and expenses, first in 
actual amount for the year 1950, sec- 
ond as adjusted by the company to 
give effect to the numerous factors 
discussed above, and third, as found 
to be reasonable by the Commission. 
The figures shown are for the Savan- 
nah division of the company, exclud- 
ing nonutility operations: 


Pro Forma 
By Company By Commission 
$1,459,754 $1,387,398 
60,310 937,819 937,551 
55,080 57,600 55,080 
2,293 684 684 
96,251 99,219 96,251 
97,156 162,621 104,581 


$1,111,090 $1,257,943 $1,194,147 
$197,235 $201,811 $193,251 


Year 1950 
$1,308,325 
8 








Amount 
$8,577 
63,661 


5,003 
eee 


Item 
Increased cost of production materials 
Increase in payroll aa 
Increase due to the 
Sales tax . 


Total 


[1] The company proposes that its 
depreciation expense in the ensuing 
year will be some $2,520 more than 
for the year 1950 based on an antici- 
pated higher average plant invest- 


ment. A_ similar adjustment was 
made in general taxes whereunder it 
was advanced that the ad valorem tax 
would be greater than during 1950 of 
a larger plant balance. If adjustments 
of this nature are to be taken into ac- 
count, then it would logically follow 
that the anticipated rate base, the an- 
ticipated revenue (including 
new customers connected and in- 
creased sales), and the anticipated in- 
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crease in operating expenses brought 
about by larger volumes of business 
should also be considered. While it 
appears perfectly proper to make pro 
forma adjustments to the most recent 
year’s operation to reflect changes 
such as increases in wages and income 
taxes, it does not appear necessary to 
estimate all items entering into the 
operation of a company to determine 
the reasonableness of earnings. To do 
so would delve into the realm of spec- 
ulation as to each item adjusted. 
However, wage rate changes can be 
ascertained and if such changes had 
been in effect during the year’s oper- 
ation under review, they would have 
altered the company’s earnings. In 
addition to wage rate changes, income 
tax liability can be accurately com- 
puted for the past year in order to 
determine the necessary increase in 
revenues. The operating results for 
the past year can then be evaluated 
based on revenues for the period, as 
well as average investment, or net 
plant value during the period with 
expenses adjusted only to give effect 
to factual changes now known to be 
a reality. Accordingly, no adjust- 
ment has been made in the deprecia- 
tion expense or general taxes for the 
year 1950. 

[2,3] The computation for Fed- 
eral and state income taxes has been 
based on the current Federal income 


tax rate of 47 per cent, and the state 
income tax rate of 54 per cent 
giving effect to the deduction of each 
tax from the other in determining net 
taxable income. The company com- 
puted its income taxes on the basis of 
an anticipated 55 per cent Federal rate 
and the 53 per cent state rate. At this 
time, the only amount allowable for 
income taxes is that resulting from the 
presently effective income tax rate 
taking into account the $25,000 sur- 
tax exemption. If this tax rate should 
be revised, and on application from the 
company, the Commission will give 
consideration to the new rate then 
made effective. 

According to the pro forma income 
statement as corrected, the net revenue 
of the company from the rates herein 
proposed will be some $193,251, rep- 
resenting a return of approximately 
63 per cent on the average capitaliza- 
tion for the year 1950 of the South 
Atlantic Gas Company applicable to 
the Savannah division utility opera- 
tions. This rate of earning appears 
adequate for a manufactured gas util- 
ity, such as the South Atlantic Gas 
Company. 

After careful consideration of this 
matter, it is the opinion of the Com- 
mission that there is justification for 
an increase in rates of the South At- 
lantic Gas Company for residential 
and commercial manufactured gas. 
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A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Westinghouse to Build Record- 
Breaking Power Transformers 
ESTINGHOUSE ELECTRIC CORPORATION will 


Wiad the three most powerful transform- 
ers in the world and two others that will rank 
among the largest in physical size, according 
to a recent announcement. 
_ The three record breakers from the stand- 
point of power are 190,000-kva, 138,000-volt 
units ordered by the Detroit Edison Company. 
They will be installed in Detroit Edison’s new 
St. Claire station. 

The two giants from the standpoint of phy- 
sical size soon to go into production are 150,- 
000-kva transformers destined for Central II- 
linois Public Service Company. Because they 
will handle higher voltages—230,000 volts— 
and use air instead of water as the cooling 
medium, they must of necessity be physically 
larger than the 190,000-kva Detroit Edison 
transformers. 

Each of the Central Illinois Public Service 
transformers will be as large as a six-room 
house (31 feet square and 28 feet high) and 
weigh approximately 250 tons. Forced-air cool- 
ing from 30 electric fans and 6 oil circulating 
pumps for each transformer will carry away 
the heat generated. 

Each of the three Detroit Edison transform- 
ers will be cooled by 500 gallons of water 
passing through four external heat exchangers 
every minute. The water running threugh 
copper pipes in the heat exchangers will serve 
to cool the oil that is circulated through the 
transformer and the heat exchangers by means 
of four oil circulating pumps. 


Nordberg Bulletin Describes 
Supairthermal Engine 


ESIGN, operation, and engineering data on 

the Nordberg Supairthermal engine are 
presented in a 12-page bulletin published by 
Nordberg Manufacturing Company, Mil- 
waukee 7, Wisconsin. 

The bulletin (No. 191) describes how the 
Supairthermal engine achieves its ability to 
produce, in any given size, one-third more 
horsepower than the conventional turbocharged 
engine. This is illustrated by indicator dia- 
grams and a comparison of the various piston 
strokes of a Supairthermal and a conventional 
turbocharged engine. 

Comparative test data contained in the bulle- 
tin shows the advantages of the Supairthermal 
engine, principal of which are the engine’s 
increased horsepower and thermal efficiency 
which result in more horsepower hours per 
gallon of fuel and lubricating oil. The engine 


also costs less per horsepower for installation, 
operation, and maintenance. 

Diagrams of the more common types of 
cooling systems applicable to the Supairthermal 
engine and presents a nomogram for determin- 
ing the B.M.E.P. rating for the engine under 
typical operating conditions are also given. 

Copies of the bulletin are available with- 
out cost, upon request. 


AGA Reappoints Sargent, 
Chairman, Personnel Committee 


WIGHT S. SARGENT, personnel director, 

Consolidated Edison Company of New 
York, Inc., has been re-appointed chairman of 
the American Gas Association personnel com- 
mittee, it was announced recently by George 
F. Mitchell, vice president of AGA. 

The personnel committee studies and reports 
on industrial relations as they apply to the gas 
industry. The twenty-four man AGA group, 
made up of utility personnel men from all 
parts of the country, meets frequently and re- 
ports the latest developments in its field to the 
industry. 

Mr. Sargent has been engaged in personnel 
work in Consolidated Edison and its predeces- 
sor companies almost continuously since he 
first joined the Brooklyn Edison Company in 
1922. 


New Sewer Booklet Announced 
By Portland Cement Asso. 


UBLICATION of a 48-page booklet entitled 

“Concrete Sewers” has been announced by 
the Portland Cement Association. Designed 
primarily as a reference book for sanitary 
engineers, the booklet contains a number of 
tables and charts packed with valuable in- 
formation on the design and construction of 
concrete sewer systems. This material includes 
the latest available research data covering loads 
on sewer conduits. 

Among the topic headings discussed in 
“Concrete Sewers” are the hydraulics and con- 
struction of sewers, types and design of sewer 

(Continued on page 34) 





METER SEALING TOOL 


Sturdy steel construction, pow- 
erful leverage, wire snips. 
Weighs 9 ozs. Complete 
with flat lettered dies $6 
Slotted or recessed dies, 75¢ 
additional. Order direct. 


A. C. GIBSON CO., INC. guznca's i: yv. 
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systems, and loads on sewers and sewer ap- 
purtenances, The final chapter covers main- 
tenance and repair of sewer lines and includes 
information on safety precaution in sewer op- 
erations. 

Individual copies of “Concrete Sewers” are 
available only in the United States and Canada 
on request to the Portland Cement Associa- 
tion, 33 West Grand avenue, Chicago 10, 
Illinois. 


G-E Offers Bulletin on Induction 
Frequency Converters 
A NEW four-page, two-color bulletin on Tri- 
Clad (Reg. Trade-Mark of G-E) In- 
duction frequency converters has been an- 
nounced as i 
tric Company, 


available from the General Elec- 
Schenectady 5, New York. 

Designated as publication GEA-5637, the 
booklet covers three-phase equipment in rat- 
ings from ¢ to 100 kw. It describes the funda- 
mentals, operation, and construction features 
of the high-frequency power supply apparatus, 
and includes application information modifica- 
tion, and limitations, and complete tables of 
ratings and frame sizes. 


Acme Electric Enlarges Dry 
Type Power Transformer Plant 
A NEW wing providing approximately 7,000 


square feet of floor space is being added 
to the dry type air cooled transformer plant 
of Acme Electric Corporation at Cuba, New 
York. According to W. E. Wilson, vice presi- 
dent in charge of sales, this addition was neces- 
sary to increase the coil winding facilities for 
the Acme Electric line of dry type power and 
distribution transformers. A battery of coil 
winding machines will be installed to produce 
wound coils completely insulated and taped 
for hand finishing and testing operations. 
Vacuum impregnation, dipping and baking 
equipment to be installed will provide for 
straight line production methods with coils 
ready for assembly with cores in the main 
plant area. 

Under the supervision of Joe Hupp, engineer 
in charge of this department, the Acme Elec- 
tric line of dry type power transformers has 
been increased to include 225 KVA sizes. 


Cleveland Trolley Coaches 
Feature New Electric Drive 


HE 50 new trolley coaches being placed in 

service by the Cleveland Transit System, 
Cleveland, Ohio, are among the first in the 
nation to be equipped with the new motor and 
control system developed recently by the West- 
inghouse Electric Corporation. 

These new 50-passenger coaches are called 
“Mainliners,” and are the largest coaches ever 
built in quantity in the United States and are 
designed for service on the heaviest traveled 
surface lines. 

The heart of the new coaches is the West- 
inghouse “super-series” motor, which retains 
the advantages of the series motor formerly 


OCT. 11, 1951 


used in trolley coaches, but has additional 
features as w ell. When teamed with the newly- 
developed “Electrocam” control system, it 
makes possible smoother starts and gliding— 
rather than jerking—stops. When used for 
traction purposes, the motor provides an in- 
finite number of accelerating rates for smooth 
starts. When power is removed, it operates as 
a brake and brings the coach to a gradual halt. 
This brake will be used for normal stops, but 
air brakes will be used in an emergency. 

Other factors contributing to the comfort 
of the coaches, which were built by the Mar- 
mon-Herrington Company of Indianapolis, 
Indiana, are full-width seats and aisles, and 
double-stream doors at both the front and 
center of each coach. These doors will permit 
two streams of passengers to enter and leave 
the coach simultaneously. 


Elliott Appointment 
A. P. WENDLAND has been appointed man- 
ager of the general service department 
of the Elliott Company, with headquarters at 
Jeannette, Pennsylvania. Mr. Wendland suc- 
(Continued on page 36) 





STATEMENT OF THE OWNERSHIP, MANAGE 
MENT, AND Ll taal me BY THE 
ACT OF CONGRESS OF UST 24, 1912, AS 
AMENDED BY THE ACTS OF MARCH 3, 1933, AND 
JULY 2, 1946 (39 U. S. C. 233) of Public Utilities 
Fortnightly published fortnightly at Baltimore, 
Maryland for October, 1951. 
1. The names and addresses of the publisher, editor, 
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Top management is coming more and more to seek the 
services of independent consulting engineering organizations 
to supply specialized talent in working out modernization 
programs, new plant designs, expansions, and related projects. 


The modern consulting engineering organization 
consists of a completely coordinated staff of architectural, 
civil, chemical, electrical, and mechanical engineers with 
broad experience in their respective fields. 


For over a quarter of a century the Peter F. Loftus Corporation 
has had the privilege of cooperating with the management and engineers 
of many utilities, industrials, institutions, and governmental agencies. 


utc mie musi weriee ENGINEERING CONSULTANTS 


First National Bank Building, Pittsburgh, Penna: 


Established 1923 








PUBLIC UTILITY 


PRINTING SPECIALISTS  gcciny 
STATEMENTS 


PROSPECTUSES 


ANNUAL REPORTS 


For more than a quarter of a century, Pandick Press 
has worked closely with utility companies. Our printing 
services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 
brochures in full color. 

Whatever the nature of your printing requirements, 
we believe you will like the assurance of accuracy and INDENTURES 
highest quality that “Printed by Pandick” brings you. . 


Pandick Press, Ihe 


22 THAMES ST., NEW YORK 6 Basbliched 1968 71 CLINTON ST., NEWARK, WJ; 
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ceeds the late Frank Murphy who had been 
Elliott service manager since the department 
was organized in 1918. 


N. Y. Telephone to Spend 
$180,000,000 on Expansion 


~~ YorK TELEPHONE CoMPANY plans to 
spend a total of $180,000,000 for improve- 
ments and new facilities in 1952, of which 
approximately $130,000,000 has been earmarked 
for facilities in the New York city area West- 
chester and Nassau counties. 

Keith S. McHugh, president said the ex- 
pansion program is one of the largest in the 
company’s history and $20,000,000 more than 
the 1951 total. 


Pacific Gas & Elec. to Build 
$80,000,000 Plant 

| greed Gas & Exectric CorRPORATION an- 

nounced plans to locate a new $80,000,000 
steam-electric generating station on the south 
shore of the San Joaquin river in Contra 
Costa county, west of Pittsburg, California. 

The new plant, which will have four 150,000 
kilowatt generating units, will be the largest 
power station in California, according to 
James B. Black, president. It is the 10th plant 
to be erected by the company since the end of 
World War II. Each of the four generators, 
which have been on order since last April, will 
be larger than any now on the system. 


The new plant carries the company’s ex- 
pansion program forward another year. It 
brings its postwar construction expenditures 
to more than $1,000,000,000 and its power 
capacity to 2,406,630 kilowatts. 


G-E Launches Water 
Supply Program 


A VISUAL program designed to make Ameri- 
cans aware of the growing threat of 
water shortages and to enlist support behind 
community water works projects has been an- 
nounced by the General Electric Company. 

Latest in the company’s More Power to 
America series, the program features a 25- 
minute, full-color, sound motion picture, “Pipe- 
line to the Clouds.” 

Dramatizing the importance of water to the 
individual and his community, the 16 mm. film 
outlines the need for immediate action to com- 
bat potential shortages and to assure safe, ade- 
quate supplies. The motion picture was 
produced by the Raphael G. Wolff Studios of 
Hollywood with the technical assistance of 
the American Water Works Association and 
the United States Public Health Service. 

Other important elements of the program 
are a 40-page manual, “Good Water—And 
Plenty Of It,” and a four-page audience hand- 
out entitled, “Wonders of Water.” 

The manual, prepared with the assistance of 
the American \Vater Works Association, is 

(Continued on page 38) 





When the problem is producing a superior printing job 
against a rush deadline, the answer is Sorg — specialists 
for over thirty years in financial, corporate and legal 
printing. 

We're equipped to handle design, printing, binding and 
mailing all under one roof. And to further lift the pressure 
from our clients, we're available day and night. 


——--SORG 


PRINTING CO., Inc. 


80 SOUTH ST., NEW YORK 38,N.¥._ 
Frail Legal, Conporate Pointers 


London Associote 
The LEAGRAVE PRESS, Lid. 


CONFIDENTIAL 
SERVICE 
SINCE 1920 





Chicago Associate 
= MeCORMICK ond HENDERSON, te 
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of “‘get-up-and-go”’ on or off the highway. 
There’s much more to the story, too. 

Why not get all the facts from your nearby 
Dodge dealer? He’ll be happy to show you 


how you can haul more .. . in less time. . . at 
lower cost with Dodge “Job-Rated’’ trucks. 


YOU 


Every unit that SUPPORTS the load 
—frame, axles, springs, wheels, tires, 
and others—is engineered right to 
provide the strength and capacity 
needed. 


Every unit that MOVES the load— 
engine, clutch, transmission, propel- 
ler shaft, rear axle, and others—is 
engineered to meet a particular 
operating condition. 





| 9%-Rated” TRUCKS DO THE MOST FOR 
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aimed at helping water works men, other 
municipal officials, and civic leaders in show- 
ing their communities the urgency of the water 
supply situation. 

The pamphlet, “Wonders of Water,” pre- 
sents startling and little known facts about 
water supply, and emphasizes the role of the 
individual citizen in water works improve- 
ments. 

Program kits, containing a print of the film, 
five copies of the manual and 200 pamphlets, 
are available at the reproduction cost of $170 
to industrial and civic organizations wishing 
to conduct campaigns to improve local water 
supply conditions. 


Johns-Manville Appointment 


ie once A. PHOENIX of West Redding, Con- 
necticut, has been appointed to the newly 
created post of manager of the market surveys 
department for Johns-Manville Corporation, it 
was announced by W. R. Wilkinson, vice presi- 
dent for sales. 

The primary objective of the new depart- 
ment is to assist in plans for the market de- 
velopment of all Johns-Manville products and 
to study and analyze markets and methods of 
distribution, new businesses, new product 
lines, and other related problems. 

Mr. Phoenix, who has been assistant man- 
ager of the transite pipe department, joined 
Johns-Manville in 1915 and has held various 
positions of sales, sales engineering, and sales 
promotion responsibility in the company. 


Protective Lighting Booklet 
Offered by Westinghouse 


Cm plans for outdoor industrial light- 
ing are provided in a 24-page booklet, 
“Light for Plant Safety and Security,” avail- 
able from the Westinghouse Electric Corpora- 
tion. 

Stressing that protective lighting is good 
productive lighting, the booklet sets forth four 
principles: (1) discourage attempts at entry ; 
(2) make detection certain if entry is at- 
tempted; (3) aid the guard and hinder the 
intruder ; and (4) provide complete reliability. 

Application suggestions and techniques are 
given, such as the lighting of isolated fence 
boundaries, building-face boundaries, water 
front boundaries, and industrial thoroughfares. 

For a copy of booklet B-4791, write the 
Westinghouse Electric Corporation, Box 2099, 
Pittsburgh 30, Pennsylvania. 


North American Coal Corp. 
Acquires Rail & River Coal 


HE North American Coal Corporation, 

Cleveland, Ohio, through its president, 
Henry G. Schmidt, recently announced acquisi- 
tion of The Rail & River Coal Company from 
Canadian National Railways. 

The acquisition of this property will increase 
North American’s coal production to more 
than 6,000,000 tons annually, making the com- 
pany one of the ten largest commercial coal 
producers in the United States. 
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Lincoln 


1S HABIT DEPRIVING YOU OF SOMETHING? 
For instance, has habit governed your financial printing relationships to 
the extent that you have never enjoyed the advantages of “printed by 
Lincoln"? This is a fact—the feeling of our new customers invariably is 


something like this: 


THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


“Wish we had done business with you folks before.” 


Since our competitors are on their toes, too, Lincoln quite evidently 
does a rather special job. May we explain? 


TO YOUR INDUSTRY 
IN FINANCIAL AND 
CORPORATE 


NEW YORK PLANT: 
CHICAGO PLANT: 


Printing 


130 CEDAR 
732 SHERMAN STREET (5) 


STREET (6) WOrth 4-3760 
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THE REASON FOR THE MERCURY SWITCH IS THE ADDED SAFETY- 
BETTER PERFORMANCE AND LONGER CONTROL LIFE-ALL OF 
WHICH ARE IMPORTANT WHEREVER CONTROLS ARE REQUIRED 


WHY CONSIDER LESS WHEN YOU CAN GET SO MUCH MORE 


WRITE FOR COMPLETE CATALOG 
THE MERCOID CORPORATION ¥ 4201 BELMONT AV.,CHICAGO 41. ILL 


MANUFACTURERS OF AUTOMATIC CONTROLS FOR HOME 
COMFORT AND VARIOUS INDUSTRIAL REQUIREMENTS 
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NOW AVAILABLE 


A Special Service Covering Federal 


EMERGENCY CONTROLS 


As They Affect UTILITY COMPANIES 


HE P.U.R. EmMerRcENcy ContTROLS SERVICE is 

designed to provide subscribers with the full 
or pertinent text of all special regulations issued 
under the direction of the Defense Mobilization 
Administration and its various agencies, as they 
apply directly to the utilities—electric, gas, tele- 
phone, transit and pipe line companies. General 
regulations are reported with interpretive treatment, 
pointing out such portions as may pertain to the 

$10 a month, utilities. 





including— The purpose of this new Service is to furnish 


Stanford tulieltine teoned subscribers with a complete, authentic compendium 
every two weeks, with supple- of applicable controls and regulations, in convenient, 
mental and interim releases, time-saving form, with periodical indexes—all per- 
mailed as required, to provide forated for filing in standard binders. This is not 
oF coverage. merely a prompt and well presented reportorial 
service, but one that also contains interpretive in- 

formation provided by our staff organization, based 

upon direct contact with the sources of administra- 

tive action. Utility officials, operating executives 

Mail Your Order and others will find the P.U.R. Emercency Con- 
TROLS SERVICE an invaluable aid during the present 

Today emergency period. 


P.U.R. EMERGENCY CONTROLS SERVICE 


PUBLIC UTILITIES REPORTS, INC. — Publishers 


309 Munsey Building © Washington 4, D. C. 
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ON GUARD.. 


TO KEEP COAL COSTS DOWN 


7#¢ ROCKLAND LIGHT AND POWER 


COMPANY’S NEW 


imum operating economy, in spite of increasing 
ower costs, was the primary consideration in the 
ign of the new 120,000 kw. (ultimate capacity) 
team plant of Rockland Light and Power Co., at 
omkins Cove, N. Y. 
The first unit, of 20,000 kw., in operation since 
ch, 1949, is one of a series of standard plants— 
lesigned by Burns and Roe, Inc., Engineering Con- 
ultants, to realize the ultimate in economy from 
oth plant layout and equipment. Richardson Auto- 
natic Coal Scales were selected to assure accurate 
ords of coal consumption. 
Two Model EE39, 200-lb. units, one right hand 
d one left hand, each with 15T/Hr, capacity, auto- 
natically weigh coal from 290-ton overhead bunker 
0 pulverizers. Scales were supplied complete with 
lectric timer type “‘no-flow” alarm to warn of any 
nterruption in flow of coal; dustproof, siftproof, 
ouble rack-and-pinion, ball-bearing gates to con- 


Cichardson, 


D 5523 MATERIALS HANDLING BY WEIGHT SINCE 1902 


HUDSON PLANT 


trol flow; and dust-tight, flexible inlet connections 
to seal joints and eliminate pressure on scales. 

For over 40 years Richardson Automatic Coal 
Scales have been helping central stations and indus- 
trials eliminate preventable coal waste and produce 
more power at less cost...a good reason for calling 
on Richardson when you plan to modernize your 
present plant or build a new one. 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


EE-39, for dust tight, average service—200-300 Ibs. 
per discharge—Bulletin No. 0150 

Model K-39, for pressure tight (up to 60” of 
water), large capacity service—400-500 Ibs. per dis- 
charge—Bulletin No. 0250 

Monorate, non-segregating coal distributor—Bul- 
letin No. 1349 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 


Atlanta © Boston °* Buffalo ° Chicago 
Cincinnati © Detroit * Houston © Minneapolis 
New York © Omaha ¢ Philadelphia © Pittsburgh 
San Francisco * Wichita © Montreal * Toronto 
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From interpretation to installation ... 











GRINNELL PREFABRICATED PIPING 


assures greater customer satisfaction through its five-point program of 





QUALITY CONTROL is the result of Grinnell’s 


é 
The bending operation illustrated above is an example 
of Grinnell QUALITY CONTROL in action... 
The tubing shown is made from a chromium alloy 
steel forging, turned and bored. Outside diameter is 
143% inches; wall thickness 234 inches. Temperatures 
of the tubing within the bending furnace were main- 
tained and controlled within 20°F of specified tem- 
peratures. Bending was done with such skill and 
rapidity as to permit a temperature drop of only 
100°F at the inside surface of the tubing. Maximum 
thinning was only .06 inch. 
Designed for a central station power plant to accommo- 
date 1500 PSI and 1050°F, this is typical of Grinnell’s 
engineering knowledge which assures prefabricated 
piping of the right kind — for all types of installations 
no matter how complex. 


GRINNELL 


WHENEVER PIPING IS INVOLVED 


Grinnell Company Inc., Providence, Rhode Island 





100 years of practical experience in the field 
of piping. Delivery of prefabricated piping 
sub-assemblies to exacting engineering re- 
quirements which meet all governing code 
requirements is assured by Grinnell Quality 
Control, which includes: 

@ Interpretative engineering 

@ Metallurgical research 

© Specialized facilities 

©@ Skilled personnel 

® Rigid inspection 


ECONOMY of specifying Grinnell prefabri- 
cating piping results from: 
@ One source for design, interpreta- 
tion and fabrication 
® Coordination of shop production 
under ideal conditions 
@ Elimination of waste by paying 
only for finished material delivered 
® Reduction in field erection time 


Write for the booklet, 
Grinnell Prefabricated Piping. 


Sales Offices and Warehouses in Principal Cities 





pipe and tube fittings © welding fittings * engineered pipe hangers and supports * Thermolier unit heaters * 


Grinnell-Saunders diaphragm valves * pipe * prefabricated piping * plumbing and heating specialties * water works supplies 
industrial supplies © Grinnell automatic sprinkler fire protection systems * Amco humidification and cooling system 
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FOR HELP WHEN YOU NEED IT 
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(Common WEALTH 





This is a day of technical, economic, social and regulatory 
changes and developments — numerous and fast-breaking. It 
calls for specialization in nearly every phase of business. 

Commonwealth Services and its engineering subsidiary 
Commonwealth Associates are a compact group of specialists, 
skilled in team-work, accustomed to detailed attention to 
clients’ needs. Experience records in electric and gas utility 
work cover over 40 years. 

Here is a ready made supplementary staff for you, on 
call at your convenience for specific problems, projects, or 
continuing programs. 


Check the ways in which Commonwealth can contribute to the efficiency and economy of 
your organization. Write for booklet describing the many services available to you. 
Address: Commonwealth Services Inc., Department E2, 20 Pine Street, New York 5, N.Y. 


INVESTIGATIONS * REPORTS * FINANCING © ACCOUNTING © SYSTEMS * TAXES © INSURANCE 
PENSIONS * RATES © DEPRECIATION * VALUATIONS © DESIGN AND CONSULTING ENGINEERING 
METERING * PURCHASING * INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 


C: OMMONWEALTH “AND > mMONWEALTH 


ssOCIATES *INC- 


ARY 
« sussivd! 
sincera ~ 
ENG! 


ape nice a), £ oF 


20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 


Cities 7 HAYES STREET JACKSON, MICH. 1025 CONNECTICUT AVE. N.W. WASHINGTON 6, D.C. 
gn DIAL 8121 STERLING 3363 


volves 
= ABILITY*s EXPERIENCE + RESOURCEFULNESS + RESULTS 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 
or at some contemplated special meeting—pro- 


posals other than routine are to be voted upon—to raise 


debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 








National or Sectional Coverage 


e * 


DUDLEY F. KING. 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS + PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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10 TON PASS 


0 THE POWERHOUSE 





UP AND OVER-—the Champ delivers the goods 


How public utilities are saving money in coal handling 


America’s mightiest crawler, the International TD-24 


bnd bulldozer, handles big loads—as much as 10 


ons at a single pass—and handles them fast. You 


pet more loads per shift at the lowest cost per ton. 


Only the TD-24 has the power and performance to 
et new coal-handling records with bulldozers or 
crapers. Here’s why: 
ore drawbar horsepower than any other 
rawler—148 maximum drawbar horsepower. 
asy, all-weather starting—saves working 
inutes each day. 
astest crawler—eight speeds forward and eight 


INTERNATIONAL 


reverse up to 7.8 m.p.h. with hydraulic shift up or 
down one gear without declutching. 

Planet Power Steering—gradual turns, pivot 
turns, turns with power on both tracks—hydrauli- 
cally controlled for easy handling and more pro- 
ductive work. 

See it yourself. Contact your International Indus- 
trial Distributor, and see for yourself what this 
tractor of tractors will do! 


INTERNATIONAL HARVESTER COMPANY 
CHICAGO 1, ILLINOIS 


POWER THAT PAYS 
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mint ain, PROCEEDINGS 
1950 CONVENTION 














NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


The Rural Telephone Problem—Federal Encroachment upon State Regulation in the 
Public Utility Field—Highway Safety—Effect of Defense Legislation on Public Utility 
Regulation—History of Subsidies to Public Utilities—Telephone Studies Report— 
Excess Profits Tax Report—Accounts and Statistics—Depreciation—Engineering— 
Legislation—Resolutions adopted by the association. 


Price—$10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Committee studies, and develops 
a system of procedure providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board 
and station-to-station bases of rate making. (Printed, 87 pages) 


Depreciation: 

1943-44 Reports of Committee on Depreciation—(Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
Se I I ok ccccnwancscseseenas Recencctene aatgamtens Sone 

1948) Letter Symbols for Mathematics of Depreciation 

1948) Half Cycle Methods of Estimating Service Life 
1950) Remaining Life Basis of Accounting for Depreciation 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45-117 (1938-1950) 

Interpretations of Uniform System of Accounts for Gas Utilities— 
Cases Nos. 1-78 (1938-1950) 

Interpretations of Uniform System of Accounts for Water Utilities— 
Cases Nos. 1-64 (1938-1950) 


(Where remittance accompanies order, we pay forwarding charges.) 
NATIONAL ASSOCIATION OF RAILROAD 


AND UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BUILDING, POST OFFICE BOX 684 WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Appraisat Company. 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 
CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
155 E. 44th St., New York 17, N. Y. 








DAY & ZIMMERMANN, INC. 


ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


Ford, Bacon & Davis 
BOC i mer tT 


NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 














GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE | LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) “e 


GA GILBERT ASSOCIATES 








INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING +» WASHINGTON + HOUSTON * PHILADELPHIA + ROME * MANILA + MEDELLIN 


JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street o CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 


HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground e Construction Maintenance e Ball Field Lighting 
Right of Ways « Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 


FOUNDED 1906 


























CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 


N ARBOR, MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 


Te Krulfian Gyoation 


ENGINEERS @ CONSTRUCTORS 














1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. © ROME, ITALY © CALCUTTA, INDIA 
CARACAS. VENF7IIFLA @ MEXICO CITY. MEXICO 
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PROFESSIONAL DIRECTORY (continued) 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
on Utility Management Consultants Specializing in REGULATORY 
omar COST ANALYSIS emvaas 
for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET “e«s BOSTON 10, MASS. 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS 

wuoeeTiNG SERVICE ADVERTISING 
PERSONNEL Co. ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING « 7 INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











Complete Services for Gas and Electric Utilities 


. Designing « Engineering * Construc- Nd “eas 
Outstanding tion * Piping» Equipment + Surveys & {Day ranean! ee 
in the * Plans + Steam or Diesel Power {7 - a ; b, | : je. 
Plants, Alterations, Expansions ere Rae eer oe ERReS : ae | 

Industry DESIGN - ENGINEERING + CONST 





THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA, BIRMINGHAM, ALA. 
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SANDERSON & PORTER 
ENGINEERS 


CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











ALBRIGHT & FRIEL, INC. 
. ENGINEERS, CONSTRUCTION AND 
FRANCIS S. FRIEL MAINTENANCE CONTRACTORS 
Consulting Engineers for the GAS INDUSTRY 


Water, Sewage and Industrial Waste Preblems fomen, e-em a mem: wm a) 
ry yt >| 7's GAS anb SERVICE CO. 


121 SOUTH BROAD STREET PHILADELPHIA 7 oo ao Sasene St. SSteage S, Ue. 











BLACK & VEATCH GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
CONSULTING ENGINEERS SR er erere 
Appraisals, investigations and HARRISBURG, PENNSYLVANIA 


re- 
po esi and supervision of con- + — 
struction of Public tility Properties — 


4706 BROADWAY KANSAS CITY, MO. 





Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








EARL L. CARTER W. C. GILMAN & COMPANY 


Consulting Engineer Conniting Guafmcene 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Load and Capacity Studies — Rate Cases 
Public Utility Valuations, Reports and Financial Planning 
Original Cost Studies Investigations — Reports — Supervision 
910 Electric Building Indianapolis, Ind. 55 Liberty Street New York 5 
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Qctober 11, 1951 


—_—_— 








Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY (concluded) 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


Organization and Procedural Studies 
ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street © New York 5, N. Y. 
BOwling Green 9-5165 











SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tol. Rittenhouse 6-3037 








LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 











HARZA ENGINEERING CO. 


Consulting Engineers 


L. FP. 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
on Lines, System oy 
Dams, Foundations, Harbor Structures. 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctTRrRIC Co. 
Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DistTRI- 


BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


2416 SoUTH MICHIGAN Ave. CHICAGO 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 





Operating — Financial — Plant 








LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial | Statements 
Rate Case Investigations 
Revenues and Expenses Examined 


919 Eleventh Street, N.W., Washington |, D. C. 
Telephone: National 7793 


¢ Inspectior Consulting 


roduct De yve,opment & Researci 


Jrited States Testing Company, Inc. 


Hoboken, N. J 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Ilinois 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready a 
ence. Their products and services cover a wide range of utility needs. 


A 


Albright & Friel, Inc., Engineers ... 
American Appreisel hea al The 
American Caliqua Company . 

* Analysts yan = | The 

A-P Controls Corporation 


Babcock & Wilcox Company, The 
Barber Gas Burner Company, The . 
Barber-Greene Company 
Bituminous Coal —, 

Black & Veatch, 
Blaw-Knox Division of ou-theen Co. 
*Burroughs Adding Machine Co. 





c 


Capito! Mfg. & Supply meng me | 

Carter, Earl L., yz ww ngineer 

Cleveland Trencher Co 

*Cochrane Corporation 

Columbia Gas System, Inc. 

eCombustion Engineering—Superheater, Inc. 
nc. 





y nan | oy ‘Ine. 
Consolidated Gas and Service Co. 


Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysler Corp. 


Ebasco Services, Bo ay mn 

Electric poate od Battery Company, The 
Electrical Test —~y Laboratories, Inc. 

Ell Compa 

Emergency Controls Service, (P.U.R.) 


if 
*First Boston Corporation, The 
Ford, Bacon & Davis, Inc., Engineers ... 
*Foster Wheeler Corporation 


G 


y eeenne Fleming = \ Carpenter, Inc. .. 


General Electric Com 

p - wed & Hill, Inc., Consulting Engineers 
Gibson, A. é., Company, 

Gilbert Associates, inc., hoginesrs 
Gilman, W. C., & C 

Grinnell Company, ! 

*Guaranty Trust Co. mot New York 





Haberly, Francis S., Consulting Engineer 
Hansell, Sven B., Consulting Actuary 
Hartt , Jay Samuel, Consulting Engineer 
Harza Engineering Co. 

Henkels & McCoy, 

Hill, Cyrus G., ngineers 

Hoosier Engineering Company 


International Business Machines Corporation .... 


International Harvester Company, Inc 
Irving Trust Company 


Professional Directory 


*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 


*Kidder, Peabody & Co. 
=. Dudley F. 

*Kinnear Manufacturing Company, The 
Knappen, Laurence S., Consulting Economist . 
Kuljian Corporation, The, Engineers 


L 


Laramore and Douglass, Inc., Engineers 

Lozorus, Arthur, ljanagement Consultant 
Leece-Neville Co., The Inside Back tea 
Leffel, James, & Company, The 

Leffler, William S., Engineers Associated 

Lincoln Engraving & Printing Corp. 

Loftus, Peter F., Corporat ion 

Lougee, N. A. ec y i 
Lucas & Luick, Engineers 





Main, Chas. T., Inc., Engineers 
Mercoid Corpo ration, The 

*Merrill coat, Pierce, Fenner & Beane . 
Middle West Service Co. 


National Association of Railroad and Utilities 
Commissioners 

Newport News Shipbuilding & Dry Dock Co. 

*Nordberg Mfg. Co. 


*Pacific Pumps, Inc. 
Pandick Press, Inc. 
Pioneer ey he My 
Pritchard, °. 


Recording & a Corporation 
Remington Rand Inc. 

Richardson Scale Company 

Robertson, H. H., Company ........... coccece 
Rust Engineering Company, The 


s 


Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schulman, A. S., Electric Co., E 
Sloan, Cook & Lowe, Consulting 
Sorg Printing Company, Inc. 
uae? Coal Company, 
Meter Company, The . 
serinntela Boiler Company 


T 
Thompson Trailer Corporation 


U 
*Union Securities Corporation 
United States Testing Co., Inc 

w 


Westcot* & Mapes, Inc., Engine 
Westinghouse Electric nn ay Pweg 4 —_ 0 
White, J. G., Engineering Corporation, Th oeee 








\RTLAND GENERAL ELECTRIC COMPANY 
Portland, Oregon 


USES THE le 


@ This forward-looking organization is — lower radio maintenance costs 
another one of the many Public Utilities more consistent radio operation 
who enjoy the advantages of the L-N 


‘There are L-N Alternator Systems rated at 
Alternator System. 


50 amps. and 80 amps. for 6-volt systems; 
On your two-way radio cars and trucks... 60 to 150 amps. for 12-volt systems. 


re toe current demands ay high rae For all the facts, write The Leece-Neville 
me L-N Alternator System will give you: Company, Cleveland 14, Ohio. Automotive 
25 to 35 amperes with engine idling Electric Equipment for Over 40 Years. 


new freedom from battery troubles Distributors in principal cities 
longer battery life . . . Service Stations everywhere. 


BE SURE TO SPECIFY LEECE-NEVILLE 


ALTERNATOR SYSTEMS * GENERATORS ¢ STARTING MOTORS 
FEC - REGULATORS ¢ SWITCHES « FRACTIONAL HP MOTORS 


VE SS =: = asm SR SF ce SY 











MILLI- 151035 1510 35 | tee 
VOLTS CYCLES CYCLES Sof 
pe 
TRANS- REC ¢ 
THERMAL MISSION ; 
CONVERTER CHANNEL IND. 
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instantaneous response : 


when you use 


Response is instantaneous—only 0.3 seconds, ex- 
clusive of end devices—when you telemeter with 
Freq-O-Tron. And you can transmit any value— 
over long or short distances—employing any me- 
dium; microwave, power line carrier, or pilot wire. 
Westinghouse Freq-O-Tron equipment consists 
of the new Types IT-1 Transmitter and the IR-1 
Receiver, each self-contained in compact, switch- 
board-type cases. Employed with end devices, this 
new equipment provides a reliable means of tele- 
metering any value that can be converted to a 
proportional d-c millivolt equivalent. 
Freq-O-Tron also provides for flexible total- 
izing. Any number of similar quantities can be 


+ 


” telemetering 


totalized at either the measuring stations, int 
mediate stations, or the receiving stations. 

For complete information on the latest advanq 
in fast, accurate, versatile telemetering, write ft 
Freq-O-Tron Bulletin DB 41-810. Westinghou 
Relay Application Engineers are available to he 
on specific application problems. Westinghow 
Electric Corporation, P. O. Box 868, Pittsburg 
30, Pennsylvania. J-404 
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